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Corp,, Albany, N. Y., letter to Chairman 0'Hara, datQdMarch 7, 1974, 403 
' Neidcrbachi ^\rnold', linanci^Laid 'director. New York Institute of Tcch- 
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* ' ' • TUESDAY, APRIL 3, 1973^ 

I .... 

* SiMXiAn Suiico>orirrKK o>' Eduoation- 
OF Tin; GoMsn-rrHB ox 1-:i)Ccation and Lahob, 

22Gl,!Rayburu llouso Ollicc BniUlnig, Hon. Juines a U ll.ua ^ciuiu 
man of ihe slibcommiUee) pi-esiding. • ■r,,..„i„,„.,t. t ehnian. 
Present: Eci)resc.itutives O'lFai-a, aiurton, Biiulem.iS, l.elipian, 
Beiiitez, Delleiibiick, Esch, Kemp, ancl Ihvber. . ^ 

:„Ta Pvobert A..hr,nga, .n..xor.t3 stall 

director. 

[Texts of ijiHs follow :] 

* " ' [H. II. flS.-Oi?(l Conj?.. ist session.] 

:mU. U-o amend tl.e ln^u^eJl ^";[^{»^ jiX? c^l^ i^r^om.I^Juou'^^^^ 



felucatniJ. Act of 1!)05 is =.uu-n.lt..l ' -V ' " ^ p tie 1. 1^ mi. aliowai.ce 
••(e) 'iMie Coi....lissio..LT ......v f.^'r cJ.. . ... of tl.e anient of 

tor eel, liscMl Ve:.r wl.iel. .«=..v J-^.'i^^'^^/",;,^''^^^^^^^^ are l..s..rc(l 

loans ...n.le to Stn.lc.ts at ^^^^^^^ X^l^ ^ 0 no..lu«llt private 
(1) l,y the C08..,"i»H."...tm^^^^^ was made l5.v a., agree, 

loan injjurance protrraiuvawtinui .u inc umv. n ^ ^ 

Muenr.umlcr snb?ettioiuHl>) ).\ - \ f 
/ - * III. h. ai4. cohff.. li^t sjoss.i 

t" provUlt* for caMcellntloii of Slimtni^ iw-in^ 
^cliools for tite lmI»U^apped r;»ii/*»^r 

yic it cnm^cl IV il'c Kcn«/c «mt ^{^^S-f.-.t'Siof ''O." AO i of 'he» 
S/«/cx 0/ -»mmc« in Oo;wre;<>< n^ivn'^h^^^^^^ amended 

j?^SlS&^S:;:iM'iVt''i?. '-tm^ after 

imragrapl. (A) the followinf,; ..ew P-ir aS''"l'" • , , t,,„„-a full-time 

.6r otl...r, l.f."t'' '"'l'" „V 0 Sr"e "tmn of the totaf amount 

clal odncntion) " " ^ ''^ ['•f"^ each yel.r of s..ch service in a 
of,8..<Ji.«lpa.. 1.1..S 'T^^^^^ ."ar ts e.i..ivalent (as detcr- 

, hospital, or for of ' ' CQ>m)l< 0 acmk.. m 'oV .snd. service in a school, 

s^irfni^f'KsrtK^^^^ 

a) 
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• * stiniit to'thi-s imraRnijili, nildltlonal 50 iKir. centum of any such loan (plus 
Iritorcst) may Ik» canci^lcd but notliing In this luiragrapU slmll authorfze 
. refundlngiany liaymcnt,'-. * , , 

Skc. 2. The. amcndinwit made by the first, section of this Act shall apply 
with rosY>ect to service i>erfonucd after the date of the euactnvMit of'tlils Act, 
wbether the loan wns made before or ofter sueli enactment. 

Mr. O'IIara. T} e Special SiilKoinnnttce.on Ednaation of , the House 
. C<Wfnuttee on Education, and Lal)or will come to order. 

Tlielegislatioij on which wo will first take testimony thi,§ mor^rnm is 
ILR. 68, a :biir to permit, the pommissioner of Education to f>ay 
institutions of .higher eduaitiou amounts up to one percent of .the 
. amounts loaned to studeftt^ of that institution under tljie guaranteed 
loan program. ' ' - 

Tins .admin istrative e>:i)ense payjnent is meant primarily to meet 
£he costs :tHe institutions will iactir in conducting needs analyses as. 
rcmiired under the statute setting up the guaranteed loan pro|rnml. , 

Om* witness today will bo Mr. Richard To'mbaugh, speaking on 
^kjlmlf the National Association of Student Financial Aid Ad- 
ipinistrirtoi's. ^ * ^J- 

X have already advised Mr. Tombiuigh, ;ind he has" concurred 
enthusiastically in this procedure, that a3 scjon as a <|uorum of the 
Subcommittee is present, we will take a shdit recess in the; hearing, 
in order to moveanto markup sassion, take tip and, I tni.st, dispose of, • 
II. Res. 204, a resoliition pertaining to \the family contribufi* n 
. schedule under the basic opportunity gmnu progtiim. 

TJpori the conclusion, of our action on that resolution,\wc. will 
return to Mr. •Tombaugti and conclude thi^^iearing. y ^ 

Mr. Tombaugh, we would be pleased to hear frqm vou with resj^ect , 
to IT.R. 68^ ^ \ 

STATEMENT OF RICHARD L. TOMBAUGH, EXEPUTIVE SECRETARY, 
' NATIONAL ASSOCIATION OF STUDENT FINANCIAL AID ADjflN^ 
ISTRATORS 

Mr.'ToMnAxrcir. Thhhk you. ' h • ' 

. We are pleased to have the opportunity to-*app«n- l)efoi-6 you' 
t]l>is^morning and piovidc our thoughtsioh* ILK. CS,xir.R. ."ll^^nnd 
related other matters affecting the Federal siudeht finaTicial 
prpgrams. - ' 

First, with refercncjc to IT.R. GS. I,n the prepar ation ^jnd debate, on 
the Education Amendments of 1072^ the Congress* reco^piized [he 
substantial inci*ease in the responsibility oithe educational institution 
with the, advent of financial need determination in the guaranteed 
' stiident loan program. * ^ . , . ' 

Accordingl3% the conference committee agr(jed to the-provisloi/ of . 
an administrative cost allowance to the>institu(;ion for partial reim- 
bursement of direct and indii*ect expenses related to the progi*an». 
/rhe agreed fo provision (galled for up to 1 percent of the loan volume 
nttrihutable to any one ipstitution during a fiscal; year, the exact 
amount" t/) be determined by the Conunissioner of Education. ^ 

ITnfortunntely, in the hectic aftermath of the manithon confei-ence 
c4)mmittee delibemtion, this language was* inadvertently omitted 



'•"H«'S;'i^^^GlSw.n^^ intended to corrMt; 

significant pjrp'fessional'ai^d clencal ^i"*^,, renuirements' 9 

cause three^iines the investmen^of, institutional resomw., 

• with the pro{^rL b^•eI► ahd inbove th^ iieed assessment, f9g which n. . . ^ 

,c6pi-allo\v!incVhas been provuTed previously. .,,i_,:ss',oh<? office * 

■ (a) The eriancial aid oiRce, the; registrar, -or 'jJ^^r'^.f'JJ* f 

miist-verift- the student's adm.issi9n or current enrollment.in the , 

of the studenfs P^"l«t^,jf A^' 
e^4f;^at^il^#ternis of ihe .normal expenses for. attending tl.^in-- 

slrfaon . ^ - financial nss-^anc*,re- ' 




as , 

/mcnt.- Snc!i:infonnati6ii ... ^, 

The ^chool'must provide seTnianiiiun dw^v^o *-t'^^f S:;^ f 
^.fudcnU&Sloans b^fstandinfr until <rradnation or ^ W^^^^ 

Inclmlcs enrollment status, as VelJ as pS^s 



^""vif 'The school 'must provide semiannual stitus -reWf^;?" 

A^MV' -^""'V : ,,i,f;r/w^nrliinHnn or termination, d nis 

, f.i!(lent Antli lor 

tc^port lnclii(lcJ5 
teVmination; :r 
involved: f^Tid 
^ ■ - ^''Uontotnesereqw.|t;."H^^ 

the 



^fji s+o the- mstitunon im!ctu!^ ",i 'V'^'-iM^ Vi I o^l odipor 'over 
' id>^ro£rramsvand the physical a*-(H>ssil>i]itv. of the aid olliai .0 er 

hnd motivation of d<^innutfntxborio*ei-s. 



%^^S!Si^?h« of these timctions foil witlnn jh, 
nomal&nsibility of fhp- institution to its students, many of the 




r 



. services reudcred ^^to beyond that obligjkion and Avnrrant partial 

Tlie;associatioinias considered other in\thods of reiinbiu'seinent, 
includln/?>tlie provision of a flat payment )i)euipplication. The (hit 
u payment of perhaps $10 per form i)r6cesscd liar^onie ad vanf.^es : ' 




i*eini1i!jrsenient 
Bnd<retar\' cuFr 



ance bf snuilMpaiLS, whicl^c^^ iiuich to iirocC^ as tfiej;(r2er ones. 
1 t*^?'?^'*^^ l^*^<»<lj ^'ie percent of approved loan volnnV seems to 
Ixs.pmenible Ijccanse: * \y > 

^ 1. It piwidos a moi-e feasible and ihe\i)ensivc}}ieaws of monitoring 
and cnjnpntin^ tip ainonnt dne each 5cho*)l, iriihat lo:in volnihe is 
cumiiJ;ite(ri)vvlisc;iU-^ir on FSOE proirran^'VoVds, Th^re are cur- 
rently no records maiiitained oil di?ai)jM^ved Irtaiis, v/hicli would 
.requsnj th^^^^ would- haver t^ytabidate fill tVe loans they 

procc^eiU hnd involve even more time.aiul e-xpendifturc on their part, 
2. For nicfet schools, the 1ar*er loahs-will.ivveniiA? 6ut the smaller 
ones and provide cost reiniUhbem^nt^approximjttinir $10.00 per 

• ap?>Hcation. • ' •* V ^ . 

W For tlfcse reasons* we believf that TT.K. OS is the ^ost uppronriate 

? ^ anpmich at this tune, irowevef. there are two clianirte wj* woid,(Wike 

• - the snbco'tenuttec to consider- in reportiiipr out this UllL 
r , Bottuise of ^^he siirnificant institutioifjU ihx'e^ueiit in. staff and 

^ - materials to adjninister this proni'^mu it would a^ ^il^tnnti^^^^^ 
* our -ability to plan if^irrealer certair.ty of level of 
coiiy I)e prpvided esf)ecially in these dnvs of a<rcncv 
tailment.^ ; * * .1" 

'Chnncinir the "may'- tO'"sli:ill- and deleting thejphrase "not to 
exceciF woul^do nijicli to enhance the pmlictabilitv of the cost 
allmvnnca jf We subcommittee l)elievcs such dianats are justified 
and:^salejtl)le. - ' ^ ' " V * 

We woiild cerfcinH- respect 'yoiir collpotrve jndCTient in th:^? respect 
^ * ^^i-'^*onc^ndes oTlr comments oh 

tecord/if I hii^rht, tliflt we recoirnize the dcsiraluiitv ih a i)olitical 
sense (^ ffoifijr with bill- iiv tjje same ftrn> that it was nimroved 
in conTen^hce and recoijnize tfie i>ossihilitv the Scunf* jniiiht well 
not; «:o alonir if there arc s^d^^^^ ' ^ 

f^o.Avo would resf^cT your jTulinnent in terms of tunt appropriate-- 
- nei^s of making any clianircs in the halK :>nf1 riskW the chance of 
losincr the reimbursement entirely. Tlnit Fs \vhv we are basicallv' 
suDr)ortin<r it with these siiir<^^ ' ' 

T have comments ou other thinirs, but I th«u^ht we might stx)p for 
^q^estiou? ou ILTi^fiS. - 

^Frl^'irARA, L think that would l)e a ffrnxl id<ia. T know von have 
comments on i^I l^as welK but let's tjlk al)Out TfiTt Of>. 
, Tf we took the position the con fci-ence airrocd oh wit k rcsf>ect to 
this matten What woul(f l)e the aunnal co?t? i^o^yoii have^nv fiini^^ 
on that, and' how much jniffht tliut^work out to:pcr appmved lo:in? i 
^fr. ToMBAumr. T>aSt year^c^diu'i to US0T?:fi^aire.4. there were 
1,250.000, approximately, separate loans iii-snred by the Federal 
\ Government onithc . State jigencies, and USAF/TUenoUune on those 
;\ loans was $1.30rmilliort? ' ^ ' 
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" :SOiAi\l^ fxpxyivTcm^ nu Average of jm^- u little .ovei* $1,01)0 a. 

,v If -wgs $i;3Ql that is tlud^ ofiiciu! estiinate- ot tnc" loan 

'voKinie- > / ^ 

V^fiv/0'HAi:.v. Orti^/l>ei^^ of tiijit then wjould be-iHlo iniHioh., ^ , 

t » ^rr/ToMhAWfr*.lf. i^duW cortie onr^v JitUc over $40 pfrJ9an: ap- 
.proved. OfTcoufse, tKeiv axe an iil3otennin;\iv hiinil)er af loaiis* 
pit)cesscd ;by.,t sd!tiK>i=Siviiich .never ?cc iT)C light of Eetleinl m« 
¥umnce for A\arion& roasoi^ \ , ^ 

T^mt-lK.plK^Qf t head van t "ires <\f nsinir-tlUvpat mtr^^p^^ 
7 :pr(>cessedran(t Aveic^o^^^^^^ 4}\^h \nt\n\\tt\^. iiK.;t)ijit/if doe?^ Qje 
^ ^ schiy)lojnsias nnich to pr8(?ess one thnt ne\er as ojie that * 

> ^he- didlcnlty in inonitoniisr \vliar;any one 5;eHf*ol aho^iUV iTrc|vei>u 
. that hacis-AvonUl «oin.to i5K.to be very diflkult. aiKl \v:puU^^^ all 
. - . go"il§o?£addjt5onaj recordke^^ ^ye arc ill:pn?pai^d'to lorub^^^^ 

bv^ baling itpiillit percenta£?e x>( theifS^&an.slinsyu ed, it is e^y siin j>1e 
niattcr forUSQE to a&uj.unhitc thtfee ligiircs on nn nnrin:rribasis for 

the\<?ch5ol5. . . , ' . • .4 . \ 

^rr-ZO'IlARA. Ttsecn^fto nij^. just as a matter of Icg^n^hitiveVtacncs,. 
thcnvai-dscvenil Avnys can approach it. If welipprau-h it as\a tscli- 
^liic^l auioiutincntsii'nply to piitcinto the latv" AvJmt tjie conferees njeant 
.--^bnt into the law last-time and agreed npon aiuLjlistFonjelipw or other 
did not}|ri!t in.tl^ere. then it sccins to nie >ve can sort of wlifx it thron<rh- 
If/ on tlW other haijd: we start Jookih.ir at it in terms, of, ^^ell, arc 
: thete liettor Ava\-y of doin<r this, shall^we change ''may'* ;t6 ^-shall'V 
amt >nich,- not only .dp ^\va rnn into* potential .troubles with tljc 
Senate-:?^ - " " . - ^ 

Mr, ToMB.l^uoTr. With the Ilonse as Avell. 
Mr. 0'JL\t:a. Yes. T anvnot so sures — ■ ^ . * / 

Mr. ToMUAT'oiT, That js the very*Teason we have only mentioxied the 
possibilitv and have not taken "a very stronir staiid oii jt. Wo are ' 
/ onlv cortccrncd that the. CanmiissirmtM-- does in'fact implement f his 
wlion, it says be may and.thaWhe reiinbni-semeht . is a mili:5*tic one in 
tcnns of the costs entailed. . > t 

' If it <roes thiFondi a^^ '•mav>, and "not to exceed", we will \voi*ic 
like the '(lickens with the C«^^^ and attenipt to work 

it-a.«? A^oii ijftw.ded. \ 



Mr^WTIeiKVwtotio yo^^ iiovu]no«tions to direct to.thc witness? 
^fn J)FJj.Kxf:5<nc. Thank .yon, J^^^^^ , , 

Mr. T/nnl>anirh. v.hat ^s'the maHiitiiim that any one school Vecelrcs 
"in loan* or handzes in loans, do yojn ba ve any a j)proxiniate fTgnm <)u 

that? " - * 

^fr. ToMUAtTdTU^No. T do not. I am aiu'^ it is obtainTible throiifrh tjie; 
«ruaranteed ioan*4?ooi)]e.'f won!/! be fiflad to s^et that information for 
yon; l nndcrstand thev aifc CQiiiing up tomorrow, and^ can ;i>rovid& 

."that- ' * ; ^ ^ 

' ^-d(^nothavc.data of.thatni^itnre. ^ ^ 
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\ - * - ' 

^fr.:DELLBKBACK; The underlying question in my mind is^ is there 
Rot a p^ibilit\> that some schoolsvai^ handling such a large amount 
thftt at: a\percetitHge rate in large I^ans they :.\vb^^ 
fact, so t^ell ^e:would be overpaying ^nceivJible costs for that school ? 
' .Mr;,ToMRAtrdH, That Is possible^ Tlie ones c^min<r to mind right 
off woutt'b^' those predonunantly graduate^ institutions Where they 
afe-pK)6essaigal4rge numbfer of $2,500 J^iis orat JensS ioaus^reater 

{than §1^^ ' V . 

GertainlV^ with the latitude that the Comntissipner is gn-'en in this 
bilK^sfftis now statedvtt^^ n sliding scale that 

T^oukl keep that frbiifi h I see nothing ^ji Tiem that would 

prohibit the Gommi^ioner from.putting a ceiling on rtie tptal anipunt 
aWone^hooLcoxild rH^ceive jusfcas tlie three colle<2?e-^>A^;etl pr^gi^ms 
ha\^e,iwith $125,000 asJJie most they qan receive. ^ \ ' 
-f m ^)eijS^^^^^ ^vbiiffi be the case with tVxO bdl^os jt/is 

tsfould^K^T^oclc^^ - ' 

'^fr: TOMBATJOH. It^^^^^ 

Mr. pKXsiT.^ii\CK. We miaht £rp the road of making one ot the 
Changes you T^ropoR^^^ is, cliange the ^nnay-' to ^'sIiaD''. 
'Mr^ToMBATJ€^^Te§i - ^ 

• Sfr. I)KrxENBACK. That^ would indicate some could-ho madc^ nrnl 
we- w6j*l indicate that a pavment be inade, bi\^. would leave open 
the duJPftion of ceiJing, 4\n<J^^t of rfidinfr scale. 

Mr. XoMBATTOH. With the .rules under which you are now operating, 
;the Offi(;e 6x^"35ducatibn would to.submit that to yon and you 
-^ould see that'Jt^as w^^ , _ 

\ *Mn I)pxKNk\CK..From voiir uhdei-s^ this :kind of thni<r, 

Would you;^^^^^ a seriotis block, would that nofetbe a more fair 

and /kiiiitable^lung^ . . , iia 

' >Mn To%%TJqn. I.would iiot argue -that that is a more equitable 

wky-to approach it. * . . , ^ . , - i. t - i1^!i. 

Mr bWn^^ reimbui-sement— I h*^N- 

in^ hofe tbthe facMhat ^^-c arc here doaliuc in^a sohso xvith a tecliuical 
/ai^endmcntVthat was apparently left out of ^tlie conforonoc report, 
tliat is Thy rei:ollectron of what actually— it was mrtlie Jfouse vei-sion, 
we intended: to have it in and somehow it foil lietwoon tV cra^U?; 

^Ir. ToMRApon. There is refercnCean the statement of the managoi-s, 
but tlicsoctioh it roiexs to docs no^^^ , . t 

Mr I>ETJTA'iuCK/Lookin£r hehii that at the basic qiiostjou for 
iust^a moment, docs the Government repay or comficnsatc for ad- 
minipfrative expenses for other Federal student aid ]>rogl•alll5,^or c 
would tWs'be the only one we would-be ; 

Mr ToMBAUOTT. TJiere is a :^ percent of volume on AJJhU^ U-m , 
' and EOa ahd thc l percent seems to us to bo/fnirlv cons'5N»-t. '-11- 
trcularly in compart to NDSL. With tjie .Vporceiit. thei-o is a 
great deal oi c^^ [ 

with this collection,' per se, although schools: do" 

work diligently in many cases .helping Icndei^ l ocate students anrt* 
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iv -'i.^ic l,ovi. io 1)6 involved, mev havtSllo»talk to ilie stifaent_at 
^^^'iS r^TScbStho. obligations ho has if hertnkesfolit. thi^^ lonu am _ 

■^itS'was: the prolilem. before^ the needs tost, thafi a lot of ^tujlents 
" l,oS<?mom ?hah:tW needed to do. even m sp>t, of o,n- conn- . 

•""'fHilnV-lhat there needs'to Ixi jirenter inptitutionariiivolvcnient. at 
tlJ me^S B^^^^^^^^^^ the institution, thaf/'is in tonus of going 

tntSis Lder riirht aw and wOrk out the payments. 
*$/o lo tS-itb NDSL Continually, and it has never 'j^^" J f. 

r , ' i?, • ,r„onnteed loan proffrani,:l)ut I think with tlie de in- 
n\"<^^> r£jfiL? tSt S this is an im- ' 

tlS^Sm^^^^^' work withtbe stfident, even though - 
■ ^.^.^?of tSstitution's moh^ 

A% lym-x^^^^^^^ ""esliori. can you rnve us an appirfldma- 

iofmh"^^^^^^^^ voiir office devotes to GSL ono.at,oiu; vci-sus 
. Hon A'T ^"" -r- •„ i,i„i, percentace or lower, what is it? 
fe'KS/ l i" fe^^^^^^ sea:.onal. Froi'n this point until 
A uiuM we SmII a high vobuue of guaranteed loai^s niul from 

ofS ip^ommc, ... migl. it be , 

"^^l''' T)ti';rvnACK. The other 0 nionths it would, ^XT incidental ? 
^^^mS^^-^^ it is incidental during the other period of 



tinie. 
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*. Mr. DKiiiE^MUGK. *\Ve iiii^lit find oh tlio average o)\e is 30 porcent 
and the otlipr is iniuus, lunjibc 15 or 17 percent ^ ^ 
' Mr. TqiMBiVUGu. I would . ^ay io to ^0 percent of our stall time ts 

Some other factoi*s are involved, for example, last summer wlieu 
we had tlie-implementatiun of the sidditlunal alliduvit and so on, OK 
coulcl not generate jiie forms fjist enough to supply the iustitntioyis, 
and our institution had something in the order of $.'»iiO ift printing 
we hud to absorb to make the program work. 

I am sure that there are larger schools than mine who liud a.sub- 
staiitial cost for administering the program. We ure glad to do that 
because it helps kids* biit we have to juijtify our hudgets to our 
presidents and that niakcb it more dillicidt to do uhen ue are coverings 
costs of that^natm-e. , r 

Mr* DKfjxNMtACK. Thank youv. 
^ ^rr. 0^rAia:3rr. Benitex; \ 

Mr. Bkxitkz. No questions. 

Mr. O'lrAKA. Mr. Burton. 

]\rr. BunroN. questions. ' ' , 

Mi*. 0"irAi:A..^fr. 'rond:»augh5Why don't you continue on TT.Ik. Vl t? 
3Ir. Biaggi will be telling us uiore about U.K. :U^K There is a hearing 
on I Iiafextomorrow so why don't yt^u give'ns your views? . . 

^Ir. ToMUAtToir. liTe niust view TLR. :)i I with mi.Xfd emotions. We 
agfee witli Gongressniau Biaggi thtvt tliobc who \y()rk in mental hps- 
•pitals or schools for Ijandioipped indi^ idnal.s are dc^cn \\\^ of similar 
cqnsidoi-atious to those provided ftMt iun^ in the san^e institutions. 

TTo>vever, we mu^t continue to exju'ess vuneei n a liou t t lie extension 
of caUfelJation pnn ibion.s to hew rategoriets of individnals just as we 
have in the ])ast urgeil the Congre. ^. to und the canccllati(ju provisions 
already in the law. in ^farch w testified before this sub* 

conuTiittee and rcconnneudcil that toachei canrelhition be terminated 
for all except tlio?e emphned in districts m itli liigli concejitnitions 
of low-income families. 

Ourrcasons thenrrcuiain valid : (1) There is ^o.e^ idrnce to indicate 
that the cancellation ])r(n i.^ions cause individuals to^itlter their voca- 
tional patterns. In a. national btudy i-ondncted for tln^ Otiice of 
ISducatipn.I ftmud tliat-ouly -^ipercent of the XDSL borrowers who 
taniiht subsequent to graduation did ^o in order to receixe loan can- 
{^ellatioi], J . . 

J (2) Relatinir to the fii*st ])olnt, the ca^]I benefits nornially received 
througli cancellation a^re so small to any one indi\ idual-ftiat it is 
easii}' uiulerstoodvwhv'^few voi'ati()nai patfl^Dn?; are siltcred. 

Tim typical ljornn\er lca\ ^^ m IiouI \\ \\\\ h»ss than j<J.000 in XDSL 
outstanding. Tn the sample referred to railier, only j:i inuceut had 
|)0!'rowed more than $2,iK)0, and oniy 2 ptnujit x\cre o\or $i';000. 
Xono^iajl borujwed n\ore than $4000.' 

The student borrouing $-2,000 under 10 jjercent nnuvllation has 
imaxinnun yearly benefits of $-200 or $50 pej- cpjarter JianMy the 1e\cl 
thiit-would cause one to go h^o a po^ltion tliat x\as not preferred ior 
other reasons. 

While no one in(li\ idwal borrower recei\es sub.stanti.il benefits 
fro)Xi tbe caiicellation .pro\isions, the runndatixo oo^t to the program 
is si^iificant. Since the beginning of the NBSL program in 1058, 



ovct%250 ihUlion has4>.eon lost WoMx the fund as a rosulfc of tiie vcca^^ i 
^'^^tl^^l'm'^h appvopriution. and more than so.ne . 

for U.eir in^>eit;eutAV^^ the true c6st ,s 10 tnne. 

'%mMjS'abir.ty of the schools to recycle the mAv^^^^i funds is 

snbstant'mlly impaired. - ' „ ^ '-.-.iA,.H,„,. p^tonsion 

(4)= Our-f ourth reasoir for recommending a2"'"^/'V^f A^'^f ' ^^^^ 
of c-mcellatioh privilejies relates to the adinini'^tration^oi the iuiul -it ^ 
«l iS Sna leveL Without the cancellation pr()v.s.on, IsDSL 
J^dl'beSirfy straightforward program, without t|)o n.any oom- 

'f he'°ncce=:5itv to accom'modate cancellation, ho wcvei^ greatlv com- ' 
plicates fhc ' entire collection progress ;md mnla-s ??ood colh>ct,oi 
Pfl-m'ts much more difficult to achieve. Tim provisions of llTi. -'U . 
n hlSilHnXr cancellation provisi6u^Avith still another set. of 'con- . 
'^^'nl^^^onshrLi^.t about in the collection process do 

' '"FSesiT^SsS: ^ve ^vould urge the subcommittee to avoid ^further' 
nroSeS on if the KPSL cancellation provisions. Th<^- bave .10 . 
KnTlSuve in chancing vocational patterns, thev are f ^^'l';!' f 
Sfit ?o any one individual, but they cost the fund de.1?rly in the 

''"Sftlte' other hand, if incentives to attract persons iiito specific 
voSiioils arS^^^ would certainly snpport more direct men s- 

"Tifei^SSSe'S^ 

of <Snt employees or if, those employees are npderpaul and. need 
?ola "e in "^1^^'tioiu it .voidd seem.-to me, there are less 

l?Jtfv ^v^S of dohi" it aiid M-avs that would make in^^re significance^ 
ti ll ISwt^MrM^ g-ina through this cAncellation. . 

ac^-antageX'llh^s' ^^.o have^ T do not see the-rat^n- 

are no hrti'rforin <.f legislation at this point, l>ut whwh we would 
to see inc;?^^ Ic^'i^l^tive output of this .uhcon,- 

™The fn-'t matter to be called to your attention i^'/vhat -weVlievc 
fo be a accUlVntal omission in the final draftmir of the l>ub ic L-.n 
' oo-ni.? Tn the transfer of the authorisation or ^^J^f^f^^^^ 
'Tl^ cnseV student loan nrogram from the National l^cfcnse TMlu<a- 
it \« of the Hiirher Education Act^of 1005. one important 

uon -ui. ^ .,nivireMtlv "dronned between the ciaclcs. ■ 

6o.Kllt.0l^of the lo,. aj^^^^^^^^ ,au<ellation of all 

■ J^^^^^^'l^^ofii^oZya^Jy. death or permanent and 
' Zl dS^^ utilised frequently, this ,,ro^ >s,on provides 

Ivri f Comfort to conscientious parents and spouses when tra!red> 
giGiifc . y " i„ not fmd.such provisions in the corresijondrng 
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would iir^*e the suliconnnittec to add tliis langnnae at the onrliest 
opportunity, in such n way to insure coverage to all loaiis made 
after.Jjurie 30,-1972, when tjie new: provisions l)ecaine effective. 

Two of our i;ecoininendntjons rdatD to the federally insnrcd student 
loan program. Section 425 of^part B, title IV*of the Hi.i^her Educa- 
;tjon;Act was amended hy section 132 B of part D of Public Law 
.92tt318- to provide insurance coverage for accrued interest as well as 
principal. * , ^ 

Thi§^*as a needed change to,jttalce the program inore attractive to 
lenders.arid to encourage t-heni to make greater collection 'efforts on' 
defaulted loans before tumin^r them over to tlje G6vernment. Fii- 
fqiinnately, section 1321; of Public Law 92-318 nriiceedcd nreclude 
.su(*h ihsui-ance coverage to loans linde before the effective date. 

We-wbuld^irge that the subcomnnttee consider exenipting section 
132B from tfie exojud inn? provisfons of section 132F. in order that 
coverage could be inclusive of air loans currently outstanding. 

SnoJ^ action would havQ several beneficial* results: 

1. ;Tlie adrtiinistrativc^ task of distiniriiishing loans with interest 
insured, from, those without such coverage would be beneficial to 
lenders and I7SGE alike ; 

2. The^e3ctended:Coverage will provide incentive for the lender to 
make icrreater effort to rolJeot delinnuent loans, fathea than "drop 
them like a hofcpotato*' as soon as th.e leiral waiting period has passed: 
. 3. »Suclv coverage will: make the loans more- attractive in the 
Qec^Mijbj-v inarlvot: which has been authorized, o 

'^'^•e^eliovo tin's chanire v/ouki be helpful in making the insured 
loan program a more viable one, especially to the lending com- 
miinit\% The second chanire in the insured loan program we wonld 
like to recommend pertains to the determination of financial need as 
a pi-econdition. of elififibilit3- for the ptiynient of interest subsidy. 

Section le32C outlines the mechanism for detenninin<!r the amount 
of need for such loaiL :Eor the ^ ast majoritr of tlie eli^2:ible institutions 
in the proiiram this coiistitqtes no difficulty save the administrative 
eifjprfs.reyiewed earlier. . - 

^For the several institutions located ovei-seas, howoVer, tlie deter- 
mination of fin.ancial need ij^ a (hfllcult, if not impossibles tn^jk.. There 
schools are often not familial- with tlie concept or philosophy of 
financial need,^ they do not undei*stand our monetarv or economic' 
system, and they are otherwise ill-equipped to provide; tl^e. needed 
analysis. 

The T'SOE has indicated to us that tliey need language add(jd to 
.cection 132C \\\ln*ch would wnnit the Poimnissioner to determine the 
procedure for r^ialysis of ne(»d for those applifalits goinir to overseas 
inst/itution.5. TtS^jiur und^rst^ FSO'E would then issue 

reirulationsalesignatuig rcjsn^ for sncli determinationM, cith^n' 

tcTi' conti-actor or the FSQE regional offices. 

Th^is would seem to us to be i\ itood solution to a rather thorny 
problem .faced by TJSOE and the lenders. Our final recommendatioii 
to t3iesnbcommittee is concerned with the national dire^ student Joan 
pr^'i^ram. \ 

The most troublesome aspect pf Public Law. 92-31 S vet d isco^:ered 
from an institutional point or^view is the effect aipon those student? 
whp had bon^owed imaer the nation program 

- \ ■'■2-0 



prior to J.ily i, 1072, and also under thejnationftl direct student loan _ 
^X^;SusiA^o*^^^^^^^ for tho.# students haj^ing «sgit» 

' There's testimony ^^•e c«n provide is to. nul.c^^e to you^^^^^^^^ . 
Office of Education has been atteinptin<r f >e U^^ A% as pass^^^^ 
SSnnlto develop and issue^jruidelines .^it^^^^^^^ 
limv to-handle- the bUlinff and collection "f;^ ^plit 1^^^^^^^^ 

\fc least two memoranda have been drafted to. explam tl^e unp i<^^ 
tions involved, but thus far, no instructions have been cleared by . 
S^ onn^^Vior issuance. Tbe matter is iust so complicated as to defy 
c f SM?on e"^^ those .-ho. work -itlvthc p« , 

bc^l?oS^$=^>S"- 

li^iKsiii^S?^ 

aiid- perhaps an.increase in delmqnent loans.just out of the ti j.stiation 

of-\t a11. , ^ w«STrV A> onnTSortcd tlie bhanffcs in the terms 

•For the most part^NASFAA^ si ppoi tea rne t . . .. 
of the XDSL proci-am madebv Public Law 02-ol8. and 
have pi^en-Jd that the cancellation provisions l>een e^en fuither 
mliiceci, foi- the reasons identified oarher ' .„„„„,v.ti,ose 

Mou-ever we are compelled to ur<;c the ton.ffiess TO " " ' 
ohi Sr:nd .i;ed;.ce the confusion result W ^^^^ .^^^ 

any questions. ^ 



. Mr. O'Haua. Thank ym ycry much. Wo arc going' to rocoss the 
hcanng al-this time aiul proceed to tlie'COiisid^M'jitioii of II.Res. 204 
and -then, we would like like to call yon back up for . soma test imony 
afterwards or to answer some questions after complete xitu^ co^^ 
sideratipn of JT. Res. 204. . * 

(Jf. J?cs, 204^ .relating <o disa])prova]. of tlic B^^OG faniilv contri- 
bution' schedule for lQT3-7^, M-as^considei'od in'open markup session, 
the proceedings of which are i)i'inted with Otlfer heariiig-s on that I'cso- 
, lutioii. yjie subcommittee tlien resumed its liearing.) • 

Mr.tG'IlARA. Tmnbaiighj if yon could xome back, I anrsni-e we 
haye^some quesfciojis for you./ 
I There was one comment yoTn.made in liei'e that soi't of puz;5led me 
ahd-T anvsure there is^somothiu£? hero T am-nij?sing. I am sure your 
ans^ver is goih^ to embarrass me, it will be something obvious. 

Gn pa^e 6 jou indicate that one of the beneficial vesnUs of extend- 
. jng^Fcuefal insuraiice coverage to accrued interest on the loans would 
be- to provide incentive for, tlie lender to collect tlie loan. 

•If he is going to get ))ot1i the principal and interest, even if; lie 
does hot collect the loan, wliy does he have more incentive to collect ? 

;^rr. ToMnAUOTT. T^ndpr tlie.prbvisioiis, of t^ie law as it stands now, 
on tlio?e loaiiB made prior to July l/lie stands to gain only the princi- 
pal that is comhifir to him on a defaulted loan.. ' * . * ' 

Mr. O'ITara. If he fails to collect from the students? 

Mr. ToMiuxiotV. So consequently, once his 120 days/oi' ISO days 
have expired: if he has been unsuccessful; in colkWinir to that tinle, 
and ho does hot. think he will be successful, he will linload the loan 
immediately before losing more interest. 

' If his interest weve guaranteed also, he might be inclined to liang 
on-toit. , , * 
^ Mr.^^O'IT'ARA. Pu rsjie^it 'vfpr a wh ile longer ? 

, 'Sb\ ToMr^Aunir. Tie waiit,^ to get rid of it and minimize the interest 
losfs,.If he call get his principal back r-frlit away he has only lost 120 
days of Hntei-e-lt or whatever the time frame is. 
' ^fr. O'jTATJA. On the otlier haiirl, if tJie insurance svftrnis operation 
is such that ]\e gets more money ^by ;presf;ing tlio collection pi'ocess, 
because he get3 both principal i.nd interest than lie M'ould get.hy 
letting it go aiid claiiiriing the insured principal— maybe there is 
anothei- cotmtei'incentive there. 

In other words, as-long as we arc insuring jnst^ tlie principal, thej-e 
IS a monetary incentive to £ro ahead and sqneoxe the turnip to see if 
there isn't .somethinc^ reel that inilyht come out of \h 

Tie still would not be gettincr the acci'ued intei'e4t. 

^fr. ToMOAFcTr. T am iio hankii\ir expert or anything like ;that,J>iit 
T would speculate if he could .*ret^ his jnouey out he-could put it out 
at 12 percent^or ;! 5 percent and get more interest on it. 

T would tlihikihere is little incentive to:keep a 7 percent ^Idan.if he 
can get it out and put it hut in another loan that wouki generate 
in^^^'c fl^'^'^ the 7 percent Jie is getting. to start with, 

•\rv. n^TAHA. Kight. - ' ; / 

r. ITube.r, do yqiuhave any questions? 

]\rr/TIurxa. I have no questions. ) . \ 

^fr-BS^A^vMr-If^cmp? ' 

Mr. Kr^r?- No "question 



» ' * ' 

' .^fr. OUIaha. ^Ir. ToiribauKli, tliiuik you. again. . 

You- are becbmin^^ one of oui- most ;i)opular ^vltnesses for very 
ehliditening tesVnnoiiv. I thought your testimony on the matter we 
4iistr(Vispose(l^f,Jlieiiunil\^ schedule, was very hel£M 

^to- theTcommittee, and I tliniiryour "testimpny on/fhese matTers also 
Vill be helpfuFto tlie' cammittee. i i * 4.1 

Mr. ToknAXJGii, I might add our association is j) leased to hear t lie 
dialogue that went on just bef ore Avith regard to pvompt action. If I 
may speak to that matter, I would express considerable conceru we 
would have that if an appro]>riation4s not made by May l,.or before 
.Slav. 1, tliere will be great diflicnlty in getting the BOG^ program 
implemented., ' . ,1 -i * 

Even by OF/s own optimistic admission it would provide great 
dihicultv to-get a program on thp. road by fall if they do not have an 
appropriation by the first of :May. Anything that can be (J one to 
ex])edite-an appropriation before the recess I think would be eiftreme- 
ly helpful to everyone iconcemed: .1 
^'iVff; O'ITaka. Thank you. for reinforcing that ihformatioji^of oiirs. 
%f tlnnk wo M-ill move to tfie extent it is i)0ssible td do.so.'We 
to.iret prompt action.^ 
Thank you very 'ilnich: ^ . * ^ ^ ... t^^i' « 

This concludes the meeting of the Special Subconlmittee on Educa- 
tion of the House Committee on Education and Labor for today. 

Wwill meet again tomorrow at 10 a.m. in this room for further 
testimony on H:Tl. C8 aiid H.R. 314. 

The subcommittee will now stand. ad}oufned.> 
fWhereupon, the subcommittee adjourned at 11:15 a.m., to recon- 
vene at 10 a.m., We^lnesday, April 4, 1973,] 
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HIGHlER EDUCATION LOAN PROGRAMS 



WEDNESDAY, APBIL 4, 1973 

House oi" REPUESENTATivESi ' • 

Special Subcommittee ox Education' j ^ 

OP THE CoMMm-EB OX EDUCATION AND LABOR, 

- ; WashinfftonfD.Cy- 

The= subcommittee met at 10:15 a.m., pursuant to notice, in roohi 
2261, Eayburn H(iuse Office Buildinjr, Hon. James G. O'Hara, cliairr 
man of the subcommittee, presiding. ^ „ , , j Tr „« 

Present : Representatives O'Hara, Bifiggi, Dencnback, and Kemp^ 
Staff pr^ent : Jim Harrison^ staff director : ^Elnora Teets, clerk, 
Robert Andringa, minority staff director; and William H. Lable, 
counsel, full committee. .. . . ^i,„tt.,,oo. 

Mr. O'Hara. The Special Subcommittee on Education of the House 
Committee on Education and Labor wilVplease cc^ie to-order. ' 

Today we will conclude hearings on H.R. 68 and ^o"*'"'',,, rlS 
testimony on H.R. 314. Our first Avitn^ wUl be ^v.^Peter Muiriiead,^ 
Deputy Commissioner of Iflducation for Higher Education, lie lias 
,becii asked to testify primarily on H.R. 68. „„ft„^-„f'n,„ 
Mr. Muirhfind. Mr. Biaggi lifls n number «f ;}mpoi;taiit mattcra atjbho 
moment. Would you mind if Mr. Biaggrdehvej;ed1iis statement first? 

The first statement we will receive today will be _fr9m our distin- 
guished colleSsue from New York, the ™"k>i^ majority mem^^^^ 
This snbcommittco; Br. Biaggi is sponsor of H.R.. 314, ^ >cj^,^^ 
expand tho loan forgivoress features of he direct f V^f"*; " 
. program .now available to toa<-hors of the linnc icapped by p> fo ul- 
ing those provisions to certain workers other 
teachers in.hospitals and institutions for the ^«i"^'<^'*^RPea-jp; "'"f f ' 
- l)as asked to be here on this legislation and lii er we ^^;lll also heai 

.from Mr. Lawrence Gold of the City University of New Yoik. 
' ^rl•. Biaggi, the committee would be very pleased to hear from yoiu 

STATEMENT OF HON. MARIO ilAGGI, A REPRESENTATIVE IN: 
CONGRESS FROM THE STATE OF NEW YORK 

Mr. Btagoi. Thank you, Mr. Cha irman. ^ , rt „• 

I Vvould like to thank you for offering methe privilege of testifying 
tbdav, and for giving these bills consideration. 

m. Chairman, I am most pleased to have the opportunity to speak 
in support of TLR. 314 and several identical bills T have introduced 
t l i Son wit^ over 40 cosponsors. This legislation wo.iW prov^^^^^ 
for cancellation of student iSans in return for scn-ico^in ijn^^^^^^^ 
hospital!? !«id schools for the handicapped and is model.ed on the loan- 
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-forgiveness provisions trndntionally applying only to gratluates who 
enter the teaching profession. . * / 

The nuiin purpose of ILK. 314 is to.encourngo inci-Qased manpower 
(levelopnieiit in the fiekls of mental lienlth treat monL and edncntiou 

— .of-tl\o4iundinippedv-l-h(H*o^ ivre-cHrrent4y i\n estimattH^ r)50-,000-indi — - - 
vidiials in State sind eonnty mental Jiospilals and nnother 200,000 » 
persons eiu'olled i|i schools for the retarded: l^^irthermore, a renoyfc 

* assiied by tlie U.S. Ollice of Edtieatiop itself estimates that tliero 
/is a shortage of over :500,000 specially trained pensonneUn schools 
servinij the>oinitry s 7 million luuulicappcd childa»n. In .the great 
nuijority of those institntions mentioned above, there are too few 
trained personnel to oiler the nnfortnnate patients and ytndents the 
kind of specialized treatinent tliay ivqnire. " « ' 

Mr. Chairman, the legislation we am consiclering .today i^ jhe * 
♦prodncl pf iui investigation I condncted labt year jutq^the conditions 
at New York States mental inbtitntions— in, parficjilar, ^Viliow- 
brook State School for-tlie Mentally Retarded.; . 

As a ixjsnlt of that investigation, a team of Federal officials re- 

cent ly released a report condenmiiig the Xewj York Stale system 
as inude^nato and damaging to nationts. Wc also won a landmark 
decision ni the State Supreme C ourt which established the riirhts 
of the meiitally retarded to proper ea re, treatment nnd rehabilita- 
tion. 

A , statement: of patients' rights may go a lop.g way^ toj\'urd focus- 
ing public awareness on. the horrible conjlitioi^sj^drich exist 'in so 
many of our institutions for the mentalhi^U iffi<Lthe handicapped, 
ITowever, what is really neede(U^^ "fa^l-'l^<l-e^l ^^^^^^^ ^b the scan- 
dalous shortage of pro'fogsionals in these fields. Jobs iu these insti- 
tutions for trai)ifid-:ps5-clujrtriyts, i)sycho!ogistSi ^)ciologii5ts and social 
workcris are^oing unfilled; * ' 

^ . .Afir^'oposal would amend the lligher E(J[ncati(m Act to pi-o- 
vide a yejirly 10 percent cancellatmn of student man obligations 
in the case of those irraduates wlio enter the field of meniar health 
rehabilitation and education of the handicapped. This economic- 
incentive approach has been used for veal's to* encourage students 
to cuter the teaching profession* The program has been so successful 
that the once-critical manpower shortage in the education auea has 
all but disappeared in most sections of the Xation. It is now time 
wo concentrated our concern oir the pitifully neglected victims of 
, ineutal disability and retardation. 

^Passajre of tlie leiii.slation before us today a pears to be particu- 
Jarl\- necessary at a time when the administration has proposed , 

. drastic bndget cuts for programs in the areas pf^mentalliealth treat- 
ment,, persojuiel training, resc'arch and construcfioii of mental health 
centers. * 

Xow that the financial drain caused by tjie Vietnam War has 1 
(inally come to an eiuh tlm American people are calling for an ^ 
emph'a.sis on the kinds of health and education pmgnnus which have 
been shortchanged over the pa.st several years. Instead, programs for 
tlie mentally distiirtel and retarded hsive l)eeu chosen by the atl^ . 
ministration as a prime target of attack. 

Por exainiMe, the budi^et message boasts that the total phasing 
ont-of Federal funxting for lbcaUmentjd health4)rograius will bring • 
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in 1075. Yet 110 one has botlici-cd to estu.iutc tl.c'cost of tlie^e f m In g 
cuts in tenns of lost hu.iuin potentiuU or to pjit u .VlJ-; "''^^^^^^^^^^ 
snffcring. this policy will ciiu^e,thu fi.m.liSi of Mose ailhcted with 

njeiitul-<lisibilit.ics. ' > - - , .- ^ ' :„•„, tiio 

Mr. jeiiain.um, I wnilU exhort this Coiiunittec not tx> jon, t ie 

administnition in its anparout "^/jj'^ 
ubled I wouUl call for favorable action on U.K. '^ll-'f. ' '^'f ^ ! 
step toWard -vectifyinji tlie critical shortage of profess onals- our 
institiitUis for tlie nrcntally iH »'ul schools for the physically and, 
nicutallv handicappi'tl. i » ' i . ;„.„„<5-'^f 

Mr (^'ILm5.v.-^ r. Bv»?fri, thank- yon very niuch. As clnnrina) of 
*},is'yn}.o«miniitce L wai-^^to coniMnti.latc^vo,, for the tb"i^lit 
Ws gone into Ihis propOsah Even out in Michigan whi.-h f od 
long'u-av from New York and also f'o>'' Winowbrook >«„ 
liiirTdi-htea the concern of iiinnv of onr c.t.ix.cn^ about the ademucy 
ainl the: oporatioir of onr institutions fdr the nu>ntally ill and 

mcntallv retarded. • ,^*< , . , .1 ».• „ # ii,;„.i,wr 

In vour investigation in N&^v^lv 'and the actions folovv.uf, 
that uivcstigation I think have been ^xtren.elv iinportan , and 
have given new hope to the.famijias of the i-^'t'^-ded 

J xvlint you to.know_thc couMuittee is aware of, your contnbution 
and A-erv iniich appi-cciate it. f„»„,i ;,, fim 

ifr. BuC*r^:iiank you, Mr. Chairman. ^Vliat "?< *9 , "V J 
testhnonv 1 have just given is an additional, almost nitangUMe f,ut. 
bnt oiie thatJis as real as the. people. ..,..i„„. nf 

. I l.ave Iwe.i to the?e institutions, ;Vhcrc there '^•^""y "» J' 
Woniiel. T c:?n a.«snragi0.i tliat it is the ^ality of personnd h t 
b so xital. lU- taking iulvantage of the new gradiiate4> Jf ""J 
sdiools, what yon wyuhl be doing is really get lug 'J''''" " 4 
(hfeh ;)r tluMr ideulism. They will bring a '.li'^l't.v "f "ii'lei^ta iding, 
a sonsitivitv fhat/is vital in order to elicit •■^f!"'"^^, v 
tarded. in .M-der to give a litlie bit more than the average employee 
wouldVgive. a little alVe- lion. born of the idealism of'ymmg 

The fSoverument has oflen.paid f.»- studeji s to p. to .d.oo . h 
no assurance thev would get invohnul nrthe target P'of"*^' ^ 
fhev uradiiated-very much jikc some of oui" young V , 
euterwl the militarv academie.K. Tliey take udvaulage of the ed.i.a- 
■ lion there' arnkthen do not pui-siie it as a- career; . - 
^Vhat makes my proposal, 111 iny judgment, ^^'Mr'-'" " "'^ ' 
pract ical is that there is aii inducement to. go 011 into the Held ot 
their choosing \ud make a meaningful contribut ion. 

.\rr (Tll uiv. Tiie proposal is certainly \\orthy of con.ciderat mu 
of'thiH subcommittee and it will receive our niOHt hm ious considera- 
tion. " ' . ■) ^ 
, Mr. ICeinp, do yon liave any questions? 

Mr (TH-VitA. Thaiik von for appcarinir before .u* ^is a witness. 
- ^'mv you come back into the ranks and join us an a coinuiittee uiem- 

^"Onr nco^ witness is :Mr. Peter Muirlioad. Acting Doi.niv ( om- 
..ini.«^si,oneinor Higher Kdmation. Mr. Muiiheacl has been aske.l pii- 
nmrily to testify on IJ.U. (58, Mr. ^'erkiiis' bill. Jo provide a 1 



:p#rc5|it Mministra an6>vancc for institutions of higher education 
to-cov^f'tlieir costs and maki^ ne^d analyses^for student boiTowers 
'uhder-the^studeht Iban-prdg^ * • . . . . \ 

Mn^^Muirheiid lias 'served in^. m^ capacities with fflreat 

•responsibility for higher ^educMatioriM progrixms .incliidinff a brief 
•stint AS ActingJDepiity^^ssistant S for Education- 

Peter Muirhekd is cnrrentl;]^ the Afcting Deputy ^Commissioner of 
IMucatiori and i know that his expertise will speaU.for itself. 

rMiv Muirhead, if you would please give the committee the benefit 
of yburtbougtt the legisl^ioh before lis, it would be appreciated^ 

STAina^^ p. MUIKHEAD, AcnHa JtEBVTI COMMIS- 

EDtJCATIOlI, 

AC(»]»iiraB»:Bt'l^^ SMMOIIS, pnUECITOE, p 

T.wouldtlike to introduce hij^ assbciate 'who is; with me. Dr. 1\ il- 
liamiSimmpAs Avho.as the Director of the Diinsion of Insiired t-oaii^ 
Tjittlie-OiRce.oJ Education. ^ A , x 

If ;it t)lease: the committee,. I have a short statement \>^iiich 1 
woiild^likeib r€^^ could have a back and forth 

<)h some of ?the\quest-i6^^^ you have in mind. • ^ - 

M£ OMAk\/Pfese proceed* ' . 

' •MK*MuiRHEAi). Mr. Chairman and members of the suboonimittee, 
T am happv to appear before you todaj' to discuss two bills, H-R» 
'OS,, a ^ ill to provide a 1-percent cost allowance to institutions 
volved iiiihe making of needs analyses Under the insured loan pro- 
gram, iiri(UH;B.;U4, a bill to;ameiid the national direct student loan 
iprogram to provide for Ipan cancellation for service us a worker in 
a mental hospital or school for handicapped cliildreiu a biTT which 
%Iy. Biaggi so eloquently siipporfcd In His statement ]ust)a few. 
irioments agO; . - ^ 

As yon know, Public La \v*92--318,;the Education Amendments of 
1072, inade a number of changes in the provisions of the guaranteed 
•student jbah program. ' ' . - 

Sccti6n.i;V20 cimngcd tfie basis for the payment of Federal .sub- 
.sidies^on interest on such loans. Prior to July 1, 11)72, studciits. from: 
families Avith adjusted family incomes of less than $15,000 were auto- 
Tuatieally eligible for Federal subsidies on interest during their in- 
sch(wlf p_crio(cl; students' from families \yith higher incomes were 
ineligible^ . l . 

Ilecoc^ni;iindUhat students from families with incomes above 
$15,000 mightMb^ve sufficient neodM:o warrant pajTnent of a Federal 
interest subsidy, \vhile iiraiiltaheously acknowledging that not all 
shidents f;:oin lower income faniilies had such need, the Gongress 
adopted a needs mt for deterniining whether .students 'who receive 
giiarantced loans should also receive* interest subsidies; . 
^'Tliis provision,* and a number of other changes in the guaranteed 
loan program^ were suspended by Public J^aw 92-391 until March 
1,1973^ ^ . ^ ' 

Now .that needs analyses are again ^ being required, pressures 
.arc arisirig for the Fedehal Govemnj^nt to pay institutions for per- 
:fonning this service o^ bel«uf ofctheir students. 



» ^Vrn^il in, to rS-iMjrceiit special al owiincc vaymeiit. Their 
Ippioximately 600 foreign schools whicli are eligible- for the pro 



gniih.. Djiriiig Fiscul Yenr 1072, nbo;it 0.3 percent of tlie total 
*rdrins Avere made to students af these scliools. In actnal^nunil)ei^, it 
ailioiinted "to abont 5,700 students Tim gnanniteed loan profrram 
represents tlie only Q,E. financial assistance prograni .available 
to stiidents enrolled in institutions abroad. 

68 Monld inchide tliese foreign scliools in its adininistrative 
ailowancW, provisions. We feel IbaJ: they should" be excluded. A 
i-elatively sjuall number of students is involved. 'Detennining fees 
in A\arious currencies is cbinplex^^ and the ''effect of such schools' 
inclusion would be an imnecessary outflow' of dollars to foreign 
coiiiilries. 

,IIowever, \ye have special prohlenis \viHi4l\ese .si»liools-a.*^ n^^r^^^^ 
of tlie inclusion of tlie concept of finiuiciaVTieeds :a^a1y^^ iii tlie 
CT»it5Ut^d;lpl^UiR.'^^^ to til is country. 

Lan<niHVe-3{fH<LcV differences, ns \vell as lack of tindei^taiuVuig 
bflthc ^IISr_ standard of living and t]ie various deterriiinants that 
enteivjihto needs analyses, make if imprnctical for the foreign 
$chooll^to coiiiply \vith the 

We reconiinend a technical aiiicudineiit to the lawwhich Avonld 
,|)rpvide that needs analyses for students attending foreign institii- 
tiohs Wf^ondncied by the State guaiTintoed agendes, where the loan i? 
jnsnred by such agencies. Tn the case of the federally insured pro- 
.gni in,. needs analysis vould be cduducted l)v the IIEAV regional office. 

'ir.Kc />!•> proiSose^? to liberalize cauccllatibn provisions under the 
national direct student loan prograni. d thought j'oti hoard some 
veiT pei-suasiye testiinon.v on tliat the other day froin ^Nfr. Tonibaugli 
spefik«ng :;s a fiiiiincial aid officer. . ^ . ' 

This administiiition. as Ijnve adniiiiistiatioiis „bcfore it. opposes 
extehsJon.of the«e cancellation benfits to additiou!^^ chisses of people. 

TIxi>erionce with tesi^^bor f-aiu'elljifion iirayisions, in effect .since 
the pro£ri^ni.^wa3j enacted in 10r>8. has .showedithat Cilll^elliltion' is not 
demon St rirhly an encouraffenient to eiitor a part icuhii profession. , 
, The Oon.qri'C.^s reco^riMzed tliv*? in the -TBdVication Ainendnient? of 
1072 when it severelv liinited S"r)SL ran/*eHat*on. droivnug i>rovi- 
si oni? for /*a 1 ) eel 1 n t i on of 1 on n s for go n ei'a 1 ca cli i n of prj- \i ce . 

Extension of cann»ltatiou to Avorkers in iv^^'At^rl hospitals and 
sell bol s for tl 1 e li n n d i cm^netl , a ^ nron ose d by TT:1? . C i 4, won 1 d a dd 
a now catcirorv of cliHhle.s io >JT)8L: 

Tt sets a. bnd premlent to extend it to nonteach'^i'S offer? one 
evtMi woi*5e. .Mthoiifrh einploynient in mentainipsnit*ils and schools 
for ilie handic;n)ned roMieFpntf sofnillv worthwhile service, the 
national direct student l6a:i pior^rain is not a jnoper or an effective 
vehtple. for encouraging such sen'ice. 1 
' For the reasons T have^statefV we oppoj^e qnactinent of TT.Tl. 08 

'\Vo-^ron 1 d 'be )i :i pr> v t o a ii s wer a u v nu est i on s t h a t vo n m i ccht have. 
■>fr. O'TTvnA; ^fr. l\rinrlie:id. thank yon tor yolii- testimony.- 
Tf T could trv to «'tin r*> yoi'^' co?n«->o>N oiv^^.T?. TQ. t^i**'- wo^^Vl 
be that yon believe thnt tJ)e costs to the institiition of making this 
needs analv.sis is minimal nnd that if, is a service that the institution 
oiKTht to be willing to perform for its students with recompense 
;eif'*j^r h^* the stjident or bv the govennneiit: is that correct ? 

^fT^nTTKAP. That would be a fair analysis of it, T would like 
to add a little corollnry to jt hf saying that this concept of paying, 

29 
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f6r the college to s*ay: " . ^ 

tliis service. " ^ j.^,. „ 

OIIIaka. In otlmr words, you caimot see any reason fpi a 

^"{^ '"Sliil^S'Smnot see a ve^son.tlmt ^n^uld be justifiable^ m 

fc Sos of all t( p I';, ^'"^ I"- 

.l:Se";tJ^«ee.n:nstlLgh;it^^ 

M.e nsf.t.»tion -to use its own ^resources us .J';^^^, V J^^^^^^^ 
in r...<P5 nf tliis lciiul or t t lev so optedrto -.isle the stiuleiic ro p.i\ 
!^a^£^^S!!^^>^^t^o:iui:\^^ rat^ tlmn tl>e sti.deut norn.ally .pur- 
chases f iiatr?er\- iep^^f or fi-oni otlier areas. 

wouUV2> In pas.;n>, the service .hich s 

<rood (leal more coniple.v than we would be .askuig .the stncient 

""^Tr OTtu"'''vfte? Sl?TlJ"school l>ns an interest in keepin? 
.t^Sent in ool am the financial means W winch l>e 

, ca w foes%nidAN-ln.i-lmve-yoi.;to:the schools 

Vfter • l-t rat is what the money is beinir used, for, so I tlin k 
th;rf woiia llrsome self-interest there-wHich would, suggest -per- 
hans fhev miglif waiifc to do tliis as a service. 

With iUnect to vour testimony on the.se other matte iom- 
l.n .h s .S if scJme -of the conmlicated -^^-^^^^^^-f .J^^ 
.onnectocl with the interest subsu y on ^^}^'l^^r-^';^^^ 
intpi-est .Muirantee of some direct loans and a pinuipal guaiami.b 
',f othJr^red^loans and the diire.ence Jii the anmial i-epayment 

. 'I'tlirlhose are also .-matters that the subcommittee is going 
to trv to work out soiriethjng for: „>i fi.,.f r-rti- 

Af? \ruii!nK.>D. On the. lii^t two that you mentioned tl>»t _of 
mu i fe ^ v ^]y^ the guaranteed .loan progranv which i.rovides a 
"m -ui c'r o^ oth pnnci,)al and interest to tire lender as ot a 
•roS^ in the statute. I think some comniont has been 

Slie Lef'o!-e the (^oniniittee that that particular guarantee m.glit he 
extendeil to all loanslrhat arc in the pinehne; ^ 

Wldo iiot think tiiat .would-be ''5 v-'^rtl'l<^ ^ , " 
«!eom that wo sboiild wa t to see bow cflective what the C,ongies.^ u^s 
•SI t( I turiis^ou^ All of us are nteicsted and all of us are 

pJiill/ towaJf improving the collectioir i).;ocedure under the 
guanni'lced loan ijrograin and reducing defaults, 
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JJ. iVhopeci that this inipoitant amendment xnade by the Congress 
wm^nd&d help us with the collection and default' problem but 
aV^vpuld seem. tCi me we ought to wait aiVd evaluate it before wo 
' ^tend it to all the loans ttiat am in the pipeline. 

%y: OIlAnA. Another point that was raised, the business..about 
thit^rate of a^paynient having, changed as a'resnlt ofthe new laws-r 
woriicV voiucare to connneiit on that? 

'1^fr/MuinHi.:\;). T^l^at^s rights Tlie amendments for. the direct 
-loans now provide there will after a certain, date specified iii t\m 
law a-i^payhient at the I'Jite of §30'a mon^li, whei-eas prior to that 
it had^be^i^u $15 a inontlu. . * . ' 

.The- proposal has l)een made, I think, before the coiiunittee that' 
it might be advissibltj to extend a wiy-you could go back to the. low 
level -of mbnthlv pavhieuts ^ud all the pro>-isi6iis th:^t would go 

with .tl^ ^ ^ ' ' . . , ^ " s 

We wr)uUlbeMricUned to think the Congress ni enacting this made 
a.sttp forward but that it would uot-be a step forward if we were 
to turn and bring all of the provisions that were in efTect ])efore 
ahdanake tliein now available, such as continuing the c5aiicellat?on 
IHwisipns tliat were available before but which are not how avail- 
able. ^ \ 
. The point has been made tliat it is colnnlicat^d. IVe eahiiot dony 
that but T think the proposal that has bpeii made to you would 
.further" complicate it. . , ^ £ 

Mr. OIIaua. I think it is lealtv inoalinatolv coniph^ated the way 
it is .now. SpTiieoiie niight have iitarted-their* loan before the efi'er- 
U ve (latli of the anieiulnients, 
' -Then that part of ta^e iotih. is repayable at a niiniiniun rate of $^5 
. and then ri)art o^' that i$ forgivable aiid then as of a certain date- 
rthe^reinaincler of the loan for thcMest of the time the student is in 
'sdio<)l is mpav5ible at tlie miMlinrm^ ai\d that part is not 

partially .forffival^lo so-tlie coinrilitiet^ 5s=concerned about that. 
Mr. MunufKAu. :Vs lire we,3rr. rhaivmaih 

WImt I tJiink T woYiUhcftunsel tlie-c^ l^^ that the propo-^al 

Svhich has.been suggesUnl winch would sav that it would ap])lv to 
first-tinie borrowers woulA further complicate \Yhat is alreiuly a 
coniplicatod sitivition.' ; . , 

Mr. O'llAUAy We are gou\i^ to look v(u-v carefully at if. ' 

Mr. T)ellenbuck% dp^von have siuy questions? 
^ ^Ii'. T)Ki.T.KXBA(nc. yes. 

Thank >-on, ^Ir. C^hairnnni. 

•Mr. Sfuirhead, we welcome you tjaaiu. 
/ ^lay t follow up on thesfe last t\v^n coinnicnts yoii have made to 
see.if yoii could add anything further. 

First, on this testimony that was ;givvii to us yesterda by Mr. 
Tombaugh dealing with this split Jo;(n and the $15 repay meut and 
they $30- repayment .minimum, et cetera, the Si)|rgestion-was made by 
Mr. Tombaugh that the confusion. could: be realised by making the 
charges in terms apply to firsf-time borro>vers only and perinitting* 
the students who borrowed tinder' the old~hi^v^ 
/ ahd who-were. working on the same degree to bprlKQw Under the . direct 
\ pfo^ih as their oripnaldoan had been, ^ . , 

It would seem to me that would reduce the: confusion for the in- 
dividual borrowed .If the cohfiision is hot/ administrative in. the- 



office but is iiistuiul %)!• tlie bon-ower, iiiul if you liad boen borrowing 
bS in I contin J to borrow witl, tbese .ephtrals at the same in- 
st&. at the same clefrree, it woulU certau.ly make .t sunpler for 
von if we carried forward the old -provisions whatever they weie. 

•\Vr>ereas..if somebody else had been borrowiii«r before and ino\ccl 
in now and hact'the new..provisioiis appbcd to him, it would cei- 
tainlv not be complicated for hiin. , ■ . fi.:„i. 

YmiMiave replied to tlie-eteKi;inan-:5,(inesti()ii by saying you tl i k 
it \Voidd inake Ifcniore complex l>applyi'ig-it to first-tnne borro«ei.. 

' "r do not see ^\'iiy^. . , . P -L „ „.„..k 

■ 5[r. ^ru>RiiK.\«..Oiir aiialvsis of it leads us to beiieve if we ^\e e 
to follow this-siif:?estioii -aiid say that the jiiovisio^ig of cliaiige m 
Public Law fl2-:3 18 would apply to persons borrowing only for the 
first time after date ot enactment of the law, whicu ^vas .June 

Mr Dpi r.vxnACK. The lir.st -time borrower will not have a prol)leiii., 
ire"li!id to borrow before, so for the first-time borrower it is no 
bofter or no worse. ' ♦ , . ,i ,.- <. i 

Ur MuiiiiiBM). It would seem to us that this would iiltimateh 
nieaiHthat persons borrowing at the same tiine, bo tlicv fii-st-tnne boiu 
aowe?s or renewal borroweVs, would be subject to difTere^t pioM- 

^''Tf tt person were a first-time borrower lie would follow the pro- 
"fisious suggested ill thi;; suggestion. 

If he \vci-e' a 'borrower \vl.o v as re-iewing a loan but boriwvnig 
at tiie same time-, then lie would be given that Joaij. under dillerent 

ciiv!iin.«taiices. ,. 
Mr. 1)i:u-i:n».\(;k. Is that argiiiiiont one gt equity or one of con- 

?fl"Mn!!uiH.\n. Itseenis to ine what ii?=^iigi;o.stcd for the argument 
here is to reduce confusion. -i „ „„m 

Our anal v.sis of it leads us to think we wonld= possibly -be ^om- 
no«iicli.i.r the confu.sion. I have i.otadcb-essediniyselt_ iior do 1 think 
the su"-"ested aineiKlmeht ad(liesse.s itself to- the ijrolileTii., 

It adt,.-e.s?es itself to the difticulty institutions may have. 
• ■ \Ir I)w-u-N-i5.\( k. Surelv it would not be inore ccm fusing lor tue 
.<:{udelu.-!K>cause the student would have a. yel-y snnple situation. 
■■ ITe would do it exactly the same for all>hi.s loans, so tberefoic 
v<Hi are not implying that it wonld be more con fusing for the student 
if vou went tliaj. way. . ., , • i 

Vou hnvc^sti^ck out (he concept of ecpiity as the basis and y-ou 
are saying it is .still aiiore con fu.siiig but c(nifii.siiig lor whom, lor 

' (he iiistitiitioii? 

Mr.^Us K.\i). C!on fusing for the institution. _ „ , , 

J <riie«s I would have to mst my case on that^ Mr. Dellenback. 
. Ib^vould be niore confusing for the institution. 

T think we would have to analyze whether or not it woulcl be 
inord confusing for the student. I quite properly point out if tlie 
student is a first-time borrower, then theid is no complexity as far 

as ho is concerned. * "^^ . ^ i.;„ , 

The provisions are clearly spelled out for hini. Our contention 
is that students who are borrowing at the^ same time, be they tirst- 
time borrowers or repeat borrowers, wouM be dealt with m an un- 
even manner. - ' < 



Mr. Bku.knuacr. Now you are getting to equity l>*it' you were 
avoi(^ing' the equity argument before. 

Xon are pjiitly saying it is an inequitable prograin. 
yiw MyniHKAi). I mean it is adniiuistnitively nntidy. 
yiw Dkm;iwua( K. Tonibaugh s iinggestion did not grandfather 
in everything. Ife is talking only aboAt borro\\<ng under the direct 
program which is a direct ioUbwup of the defense. 

So we iife staying with that one program and we are talking 
ubmit. only certain niinuurtl changes. "We fEre talking 5jJ)ont the re- 
payment prof isipns, not everything else, but you still think thaf it 

would be 'administratively more complex 

*yh. Mm\iiiv.Mh Yes, and this wouhl be for the institution.^ 
"\Visat we would like to do is perhaps submit for your considera- 
tion as you consider this a couple of perhaps iase .studies .showing 
what th'e situation would be if the technical amendment \vere not 
passed administratively and what it would be if it were pas^^ed. 

5fr. DKUunNBACK. l am sure we would welcome that and, with 
unanimous con&ent, I would ask thfit that information be supplied 
for'tlic record. 
:\rr. OUaua. Without ob|ectjon, the request is agreed4o. 
[Infoi'mation to be supplied follows:] ^ i 

National Dkkkn.sk/ OiftKCT Stcdkxt Loan Kki^aymunt^Exami'I.es 

First. itijhoKid he imttMl tliat tlio imhi.sion of tlif $:'»Omininium n-im^incnt^ 
p^ov^^ioli In the uotL* fta'iu t uvt i^iif: l(>ans inatK* aftt^' .Iiuit'^^^O. '1!>72. ^luMild iiot 
bu u>i^i] to foiMe a horruwiM' to r(l::i.v hi.s National I^efoiisc f;tmleut T-uaii any 
faster tlian roquiroil: \\mh*\' pio\isions contained in lii.s orijrinal n()tc. An 
additUmal ini|)ort;int point is that the njininunu and the $15 niiniaunu 
aiix' not additive. That is they ia.iy not he i5Uinnieil .s*> n,s tt> require a l><)n*o\ver 
jfo make repayment at a mniiinum of .SJ.I-per liiontli, ?00 in the ease of a bi- 
*!nouth!v repayment or $i:V> in the ia*e of aMpiaiteily repayment sehednle. 

Tlte new provisions of t lie Aet can re,snlt in'ex^imples of repayment schc<lule^; 
whieh are relatively eomph'\\ to aaonnt for. in a hookkeepinf: sen.so. If for 
e\'aini)lo. a borrowers loani.^i throu^rh .Time 'M\ 1072, totalled $1,500 and 
Ids loantsi aft(r Jnue 30. tocaned ..S7r»0. and iC hoth loan.s were .secured 

h^: nole.s which eontained both the appliiable miniiuina repayment provisions, 
nor. more than $1.1 of tlie mjaitldv repayment of .$:;o wonld J>e applied to the 
.tl.."»fM) loan, and^^ilie renminins \\ouhl be applied to tiie §7.'>0-loan. The .$7.jO 
hmn wtudd therefore he reimj<(i earlier than tlie Sl.rioa loan. At the time the 
$ioO loan Is fully repaid, the borrow er\«$ nionthly repa>mi'iit would drop from 

?ao 'to .$in. 

If the aln)ve sitimtipms woj-o rcNersed. e.^L, if the total lonn(s) granted 
tbronch jime 1!)72. were i>7."iO and the totarioan(s) ;:ranted after. .Inne . 30, 
1072. wore .•?1;.")\K). the -Sin would be appHed to each loan; except that in this 
^ histaucc the nu>nthi;\ pa>nmnr of $;?0 would not be decreased to .$lo- After 
'the ^'.^O i.< repaid; instead the entire monthly repaMneiit of $oO would be 
applied to t\ni .^r.noo after tlie .^7.''>0 k/an has been repaid. 

" As another *example; rf all of the borrower's h>ans thrpujjh June 30, 1072, 
were nmdo .subject to the iO->ear repii.\ment pro\ision and all loans made 
to him after that date werti made .subject; lo the J?.30 iniiiinmm repayiHoni 
I^rovislon. 'tiie Institution woiijd be able to collvi t on the nt v\ loan the difference 
betVve*.ii the $'^0 miuimuui aod the anmunt the borrowens is payihjr on the 
loans made under the u>->i ar repia.v men* plan- but tb<' ^30 pajmeut on the now 
loan could not bea»>ed hi smb a maTinii Ut re^uU ia^furtin^ the borrower 
to repay his old loan m hss tJian tin* lOv^'ai npajUMiit iM-riod to which his 
note eiunh's liini. ^1 5 • / 

Tlu- matter may be further uniipiieatcil J>> tlie fjct that tx borr/)W'(;r inay 
have been j;rant^'(l loans fn»m more titan* one institution where Ids vaVious 
loans may be subject to (U the ltK\eai npa.\nunt plan, i2) .^15 minimum 
repayjaent aud/ur the .'J'jju imuinuim repa.wneiit. lu >uib ul^es it i.s essenthil 
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that institutions so involved comiuuniciite in order that each prepare^an 
emritable repavinent schedule in accordance with p.rovision>5 ot the. Act ana 
the.regulations'. lu tho case of a l)orroWel- \vht> has been jjrantya loans under 
the J2,^0 miniamni reimviaent' provision hy nxore than om^ nistitntion, the 

* institutions should divide the repayment on each loan in tlie same proporlio^i 
as to. the principal amount advanced by. each institution. t ^ oa ^ 

Additionally,. as has been pointed out loans nmde ))flore and after June jilV 
3072 are subject to different cancellation provi>^ions, \Tlms, u borrower witU 
loans inade^ before and after the above date may hhve one porticfn of his , 
loan subject K> c»^»>c^*»=it"»> thp other portion not subject to cancell-.tion. 
This creaXes further bookkeeping dimeulties for the institution On the other 
. liand, as to the Vroimsed ameiidnieiit to extend the $1,) luhiiinum monthly 
. mWnient rate to former National Pofense borrower's who had loans both 
bekre and after June 30, 1072, it should be noted that the ?lo ^vould he 
%ani)licable onlv to those borrowers whose total loans are less than J>i,bUU. 
if th4fc Con^tiint total i-epavment i.s ..^in the amount of 16an ^vhieh cJ"i be 
rLald in ie^^^^^^ is about $l,r.-50 , at ?:iO a month, about $3,100. Thus, 

it is f<;lt that few borrowers would be affected by the. grandfatheviuj; of the 
SlD minimuiii monthly repayment. *^ „^ ^^^n^, ^ .^i.^i 

Additfonallv two groans of borrowers 1072-73 and 10i3m4 Jmve received 
•loans before and after June 30, li)72. Many of these have already graduated 
or left sehooU It would ai)pear, therefore, that the proposed amendment 
woiild cti'u^e considerable confusion among both borrowers and institutions. 
Institutions and/or tlieir billing services imve geared up their bill^g and 
accountUig procedure?; to handhi th6 1072 cluinges. The pK,posed anieni ment 
' AvouUl erinte a third category of acconiits and necessitate further work for 
many already overworked institutional .oilieials. 

I)w.T.KXBACK. So I may again be clear -on tlie^first of . tliosQ 
technical reconimenclatioiis >vliich avc licarcl from Mr. loinDaiigli 
' Yesterday, the section piwidiiig insurance coveni<i;e for the accrued 
'principal as v-ell as interest, and the section which prechuled that 
to loans before the effcclive date, do you also recommend against 

*^'^5rr. i^tnnniKAP. We re'^ommeiul against that on the ground that 
the change that is how in the law is hopefully going to have a 
sahitaiwelVect upon our collection and jj^fault problenb ^ ..^^^ 

AVc woiihj like to wait upon some evaluation of that before ex- 
teiuling the idea, to all the loans tluitfre now in the pipeline and 
that will come lip toVrepayment status and possibly defjiult at a 

' ^^Mr.J)l?i<.KNMucK. I^^ inade by ^fr. Tombaiigh, and 

J am'sure yon will have an opportunity to look at his testimon^^ in 

* this re^rard", he cites three reason^j for urging ^tliat j)articuhir chan{?e. 
First lie says the administrative task of distinguishing loans witk 

' interest insiived without such coverage would be beneficial to lenders 
and tn the TJ.S. Ollice of Education. 

TliJit go6^s to the co.nfiision or complexity .^rgiimeiit y'oii Avere 
making a inonienfc ago in connjyftioh with another problem. , 
Would this not simplify things for both the lender and the OfTice 

* of Education? ^ . . 

Mi\ >tunni>:An: It would undoubtedly simplify things. llo\vever, 
wcliave to inject into tliis argument the additional cost. ,When we 
weiHi that in the ba hi nee we feel we do not have enough evidence 
as yet to indicate that this additional oNpenditure of Eederal 
moneys Avoiild be a factor in terms of helping us with tlie default 
and collection problem. ? / . - ^ . . 

I can assure yoii, ^ir. Dellonback, if oiir evaluation of it indi- 
cates that it isJ'ndeed an eifective tool for helping with the.collec- 
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tions and defaults that we will be back to. you and asking that it 

^^Ir! d'Sjnback. It pertains, I assiune, to thaf second argument , 
Tvhen m. Tombaugh said in his omnion the extent of .coverage 
:^vould provide incentive for the lender to make greater eftorts to 
collect delinquent loans i-ather than dropping them as a hot potato 
when tiie legal time period has passed. . ^ , . iv„„ 

A[r. IMtnu?m\D..JVe are sayinj' that if it turns out to be true, then 
we-«viirti^xht to consider using tlie sjime pocedure for all. 

Sir. Dellkxijack. To determine whether that is true, yon would 
have to wait for new loans to be made, to come to matiirity, to be 
collected, -which means we are talking about a number of years. 
Then voii would balance the two ineasures oft against each other by 
V.iich timoit might be so far down tl.e pike that it won d be too 

• late to do anythin<' about the now current loans as opposed to some 
loans current in the future. . . i i . t ii 

Mr. MuiKiiEAO. It would take some time to do it but 1 would not 
think it would take a number of years. , . . ^, , , „ 

Mr. Deij-hnback; Does it not require bringing tlie loans to ma- ^ 
turitv and yoii see what happens in the collection process. 

Mi- SfoinnEAD. Yes^ we will see whctheii or not as a result of this 

• that banks turn over a larger percentage- or a sinailer percentage of 
loans to the Federal Geverninent for collection. _ 

■Mr. Deixunijack. That is going to ^^tlt for the maturity of the 
loan and that is not going to happen in a matter of a few months. 

We arc •talking years. 

Arr.MtuRiiEAn. Loans ure imturing each^ year. 

Air. Dellexback. We don't have anything to measure it against 
a« to the eft'ectiveness of the new procedure as oi?posed._to the old 
procedure until Ave get the new procedure, into eftect and for loans ^ 
made now on oiit, yon afe going to have to wait for years for those 
loans to become mature. ; , , , 

^fr AfGimiftAi). I th^nk, ?>rr. Dollonbaok. on balance, you. are quite 
ri<dit in terms of the biilk of the loans but the guaranteed loan pro- 
. <rnun is a verv interesting program as you, of course, know, and it 
supports widely varving lengths of study so that wo ^ylll have an 
onportunitv to'takela look-at this in a relatively short time for bor- 
ro'vcr.s who have completed .short courses of study and m many 
areas thus far we have found that there is a high incidence m tlio=e 
areas of loan c( 'lection problems. 

^Ir. Dem-exbaok. Mav I ask a couple of questions about you r-di- 
testnnony thi.s moVning in addition to those points we have 

covcvcd. ' * • • 

Oil ITT^ th^proposod oost allowance to institutions, i5 my ^ 
• reoollecfcioii. correct that wc alieiuly have an adininistnitive cost 
reinihunsement allo\Yn)icc in connection with certaui of our sluclent 
loan profrraui?5 or certain student aid pro^rrams at the present time? 
Mr ^roinirKAD. Yes, we do have an administrative cost allowance 
- for what wo> refer to as the colle<rc.based progi^ams. 

Mr. Dkixenuack. Does that involve educational opportunity 

Mr. Muinnt:.\D. They are all covered because the responsibility for 
r adhiinistering those programs rests with the college. 
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T -im auick to noint out the diiTcrcn^ here becaiise the guaranteed 
L^n P?Sam il Fedominnntly ad{ftinistered through banks. 
^Ir; DSNBAcZBut lhe percentage ^Howa Ke is h.gl^^^^^^^^ 
'iU: MuiRHE.\D. The percentage ulWance is 3 percent 

'^'^Afr^^DPiiFN-BACK What if we left the langua<re' alone: ' 

f^,SS'aSMT^\SJ\o.. It says the comrgsioner ma^^ 
then in talking about the amount it says which may not exceed 

'^^'SSs^n't that -ivo the commissioner adequate discretion as to 
detSiing slidTiig scales and different methods of doaling with 
SSlufitions'so that Sv6 could, make for fair and acrequate 
SinEsemenrwithout Setting up" .an^ arbitrary procedure which 
w6iild:)>e a bona.v/a or windfall ior somebody? , „ „, ■ 

Afi- MtJiRm:.\n I am quite sure that when this iegislation^as 
diS k fgSdenVof can. went into the wording ^Kj" E 
qiitc right that the laijguage is permissive and . P^^^M^J 
Commissioner to arrivelt what would seem a reasonable level of 

''S-S'qmrrel with the percentage)ipproach to' providing re- 

%t™J.SACK.?tt^^^^^^^^ a flat application^ 

5 Mmnnirn Yes. 1 would quarrel ^"th it on tv^^^^^ 
One is that the loans have a very wide range. Sf-iSrSe^M^^^ 
as low as $300 and now under the amended legislation tlie> may 

^TVe^uSSe the student financial aid omcer is relatively 
the ™ but if you were^^ go to the maximum, m one instance 
Sfey^^Sld rec^^^ dolfars and in the other instance they 

''TtiTfjliy^uie approach. woukVbe^t^^ 

for the task they are performing and not base it oa the size of .the 

am sure the Congress would not want to enact legislation tl)at 
^voH^d\n^ny way encourage institutions to |ive larger loans than 

'"'Mr^SSISnACK. Could you not cover that with your discretionary 
'"^SMS^.v. .om ^.. no more for a $2,500 loan 

laUon r aiuUl not inove'^it to the^once^;^ of reu^^^ f\the 
function rather than reimbiteing for th.Q,gJ(Kof tJi^|oa^^^^^ >\ 
l^fr Di-i LKNB \CK. I am not sure that is the case; It sets an o\ eiaii 

lim t.' lt does not say it has to be on a Pf '^^^t'^g^.^t'Avi^^^^^^^ 
■ the allowance may not exceed 1 percent lou.set an oveiall limit, 
you 3d siy tl>e ivmount an inkitution receives .m any one. year 
S^not-cxceed,! percent of, and then you cover it ^nth a^ ce. ii g. 

m: Mo.iuii.M..*li tho lanm-mge as it now stuu s could ^te^^^^ 
preted that way, it is my feeling wo Sliould reiinbui-se-thuni foi the 
amount of work they do and not the size of the loan. 

The other point is^ in the event the langimge of the prm#ion ^vere 
administered in such a way that the maximum were paid to mstitu- 
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tions, I think the committee should have in mind that tins, ^vonld 
represent a very sizable Federal payment to a umriber of institu- 
tions that arc involved in this program, particularly those institu- 
tions that are 'both scliools and lenders. , 




. "I 

NX; to a totalof $11 million for the Advanced Schools qf Chicago, 

If the act were interpreted in such a way that the mtixunjim Avere 
made, that would mean that such schools would bo reccivin<j in 
some instances as high as $^100]00d lor this particular type of Fed- 
eral assistance. 

Mr. Dki.ukxuack. Thati why I looked very carefully at the 
flexibility of lI.E. 08. It was suggested to Mr, Xombaugh ;J'esterday 
that it could be 1 percent and that would seem to be grossly in- 
equitable in soiiie circumstances, but I anj not .sure that would outahi 
w](h properly set put langtiagc under the Oflice'of Education. 

M\\ ^luimhuxD. I have a list of some/* institutions where if we were 
to move in the direction of a flat 1 percent you would get some 
indication in^your deliberations of how much M*oul.d be going to. 
that institution and T would like to submit those for tlic record. 

^Ir. O-JfAiiA. Without objection, they will be. included in tlic 
rccoiHl 

[^faterial to be furnished as follows:] 

CUARAMTECO STUDENT LOAN PROGRAM LOANS TO STUDENTS 0^21 SCHOOLS WiTH LA RGCST VOLUME FISCAL 

YEAR_1972 

} ^ < . - 

' " I - ~ - ' ~- 

l«pefc«nt 

Schools - Amount Number fee 

Advance Schools, CbW. ML-....,. -A,,.. ^1:939,471 43;94S J419.395 

OeVtj Institute. Chicaw. lH 24.221221 21, 825 « 242,212 

Ccncnerclal Trade Institute. ChicagoJII -U404;433 ♦ 21. W4 144. 04S. 

pennsyjyania Stale UnlvefJity. UmversityPafJc, Pa. 7.699.427 6.490 75,994 

Ihc^ana University, BJ!)ommj(ton. lna.*- - 7,418.901 8,206 ««74;190 

Umveistt»cf Minnesota. SI. Paul, A1ian,..._ ^ 6,042,778 5.318 60.428 

OhFo State Universily, Columbus. Ohio ^ 4,529,240 3.882 46,292 

Umversltv of Pittsbuigh. Pittsburgh. Pa. . 1 4,347,335 3.535 43.473 

BfiRham VouRg university. Provo, Utah - 4.316,770 4.595 43.168 

South Illinois University, Carbondate. Ill ...a ^ 4,058.733 3.4b3 40.587 

University of California. Los Ai^«les, Cahf: 3;7G9.653 3.407 37.697 . 

St John's University. jan(i2ic3. N.Y,.,- , 3. 737^483 3.264 37.375 

Syracuse University. Syracuse, N.Y.. . , . - - 3.611.840 3.020 36.118 

University of California. BerKelJy. Cahf - . 3:563.178 *3.351 35.632 

Syny St*te University, BuHa!o,N.Y - 3.457.231 3.164 34,672 

Suny College, Rrockp«t,H,Y..- . 3,420.945 3,104 34.209 

Cornell Umveisityjlhaca. N.Y 3.345.669 2.995 31.467 

Northeastern University. Boston. Mass 3.339,230 2.866 33,392 

Univeisiiy of W3Shingtoo,S3attle;Wa$h — . 3.334.580 3.221 33,345 

University ot Florida, Ciinsvitle,Fla .. 3, 330.461 2.979 33,305 

Columbia Universily, New York, N.Y;-«..„. 3.323,236 2.777 33.232 



^Ir. Dkixkn'b.vck. When the concept of cancelhition was first 
vranped into the education lejrislation, it was done with the incen- 
tive'idea in mind chat i| wouhl lend into key vocations, people who 
might not other\yih'c be/ed into thoiie voctitions, and these were voca- 
tions .that badly heeded additional peiijonnel. , ^ 

yh\ Toinbau^h, in his testimony^ in^licaled tluit, contrary to what 
-was expected when this was put into Jaw^ this is little if any evi- 



?,S^^>S^Sr?obkctive tha«Sihopefully- we could.luaye been • 
- - It was co,Ulucte#by the college S"tra>i^«^ f 
their study of the NDEA, thoy po.iitcd out * ceU^ 
icature Jiail not been an elVective -stijnulant to having stujlciit loan 
borrowers move >into the teachnig-profcssion, ^„„„„.„i om 

liicy confcncd with student loan borroNyei^ ami f""";^ P 
thcMU i.d i£ I v^nW correctly, they, found that no |"«;« f f ^ 
norcoii/ of the student loan borrowers nidicated that they iiau ae ^ 

SeTtolet^^^^^^^^^ ^''nrStotC'"'" 
or tlie cancellation privilejxe that had «f 

This leaduis, as it did tins. connuittee ni its (lelibenitions, ^ come 
to .the-conclusi^n that the funds that were bcnig used, I'o. F^^^^^ 
funds .that were being »l?ed for that innpose, could probablj.bo 
used more effectively for some othfr purposp. 

^fr. Dki,i,kx»ack; Eveii for otHer methods of gettnig people to 
move iiito tliosc l^ey proftfesions. , , 

Uv MuiuuK\i). It could very wclUbo. ^fy arguirtent and the wiioie 
thn tSv";^^^^^ is,toiay tl,at th.e ^^A. cancellation pro- 
cedure is not an^ellcciive way. to meet a veVy landabl^^ go I 
^ ]\rr 1Dkm,exback. I noted in your testnnony, ni referung to Mr. 
BiaiifbilU m-. have alluded 'in a co.npUmen ai|r fasluon to^the 
goaFTuKl to th^ service in those particular ^'^^'^X^fJ^^FlT^x^^^ 
not to tha qnestion of merit of gettnig P«°P,l«^/";° • ^""^ 
whether Ihis'tool is an effective tool to accomplish that point. 
>rr. T^funtiiiiU). That is precisely my poi»t. 
Mr. OULm. Mr. lJiiiggi? , 

3Ir.BiAG«r. Thank yon, Mr. Chairinan. v^n^madP the 

At least we agree that the goal is a one 5 on ma^ 

ol,=ervatioiv.tliar no more than :5 percent l'«<\ te'-ed tl^.i op- 
tional paf ferns as a result of the loan program, 

original vocational desire because the •o«'' ,P^'°S^''iF '^f.^^ r 

Mr IVIuiKiiKAD. We have not made such a survey, bi t I ^^oui(l 
•think on "he face of it we would .be /^^e to pouit « ^^^^ 
a substantial nnnilmr of the recipients of IJDl A Jo'l"^ wcmW 
liave l)een al)le to have gone on- to college if they liad_ ot }pccn c(l 
a lo-ui, so t think it would be a fair deduction from that that the 
XdS in^nu" as well as other stiideiit fnunicia aid programs 
have made it possible for young people to move in.to very socially 

'^^^ft^^M.^^(i -^ agree. I tliink the thrust is.niore iin- 
pcJE mJ li light S the dire tc^icher shortage ;vhich inotivated t he 
SS i lJan'piograin to a large e.vtent, and oj * >e siibseq ent 
Si s of eachers wlii/:h ,you would have to attribute in huge 
Ssml To llm loan pi4.^S., we have -f^^^ ^ 
facfc'that the program has ',been:mcvitorious. and-that it has m lacc 

achieved its objectives. . 
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Tliere was no real need, frankly, to alter vocational objectives, 
as long as ^ou simply permitted those individuals \vli6 had these 
•vocational objectives to pursue them. I think we can conclude from 
your testimony and from the existing surplus of teachei^, that the 
objective was in fact attained. 

In light of that, we look to another objective. According to the 
figures of you; oflice— -the latest figures we have are for 1968-69 — 
there is a shortage of some 322,800 speciarediicatibn teachers. ^ 

We then look to the Willowbrooks of the Nation and hot just 
simply j^ew York JT/tate, l>ecause the condition is virtually nation- 
wide with a few rare exceptions. ' • ' 

It is .a Condition that has existed for some time — a condition that 
begs for attcntion,.and,lMnecn substantial-attention and const 
attention; not simply providing funds, which the Federal Govern- 
ment does as well as the state* governinent. ' 

it is the implementation. If you liave been there— and J ^la^'ie— r 
you Avould see the^problem. I have yisitcd.many institutions on sev-. 
era! occasions, and am not imnre^ed by the -usual administrative 
visit which provides the Sunaay*s-bcst-'type situation, but "rather 
Avitli the stark realism of tho ever3^day circumstance that we find in 
these institutions. In niy judgment, it is a national .disgrace and I 
Jim su 1*0 you would not disagree. ' . ^ 

;It is a condition that can be corrected. At the very least, the 
patients must be given some more meaningful attention. I have 
observed tlie quality of the employees you have. 

They are dedicated to some degree. Then you jiave others who 
have the day-to-day contact with the residents. To a large e.xteut, 
they are witliout motivation, Tliey are putting just in time, 

/riiere are some— they are the exceptions according to my obser- 
vations — who-carry on "in almost heroic fashion. 

X also observed that in the presence of these individuals, there 
was a new spirit engendered in the minds and faces and Jiearti; of 
the residents. Tliefe was activity histead of just sitting 6ii tin* floor 
or in chaii^. ^ \ 

There was activity^ there was participation. 

The reason wliy'4 suggest this bill is that you^^ nipre, 
than a single approacii to a coininunity need. You are getting 
graduates who are in fact in debt, and who— eitlier for the purpose 
of ^retting involved in the whole mental hygiene area exclusively 
or in addition to i)ay off tlie Icbt. — would place themselves in that 
area of activitj^ and bring with them their recent education. But 
more importantly they would bring an idealism that you generally 
find in -people at that period of tlieir lives. 
^ The praginatists say that in a few yeai's these young people be- 
" oome jaded and sooii resemble the othei'S who preceded them. In any 
case, the goal is laudable and the need is apparent. 

T would ask this <|uestion : In light of these facts, what would you 
offer as aii alternative? . ' . ^ 

^fr. MtniniKAn. I am not prepared to offer an alternative. 

Mr. Bii\ooi. I realize this iH short notice* . 
^ Mi^MmniiKAD. I;think your'Cgmments are e.xemplary and moving,^ 
\* Srv* principal point that I would like to leave you \yitli is that, 
i doii't think tliis is a good vehicle for us toireach the goal that you 
have in inind. ' 

39 
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.ts -.b look back over «■« ?Sr\'^S^ni\r5«y""-<>ft 

,H)r tte-CMdit lor the surplus Sriastiiig credit of tlio Con- 

Th. ».2>?s™^^^ „s to what 

. .ery flfamatially over ''"'JC'^ '"4?Ss Sm^^^^^ I 

• disSussmg the »«»*™Sr™Sol1^Jr^^ '"'"^ " 

* into a chosea profession. ^ tlie^ local church m 

minister. , . . „ r.Hed up his refrigerator 

0,11 f Jwie'. e SSS^M that t4 - 

prei»ralion and haying a lo|ii as t^^^^^^^^ 

wirether ho gets half of that forgiven. movinc into that 

. If he is, f^^^^Qi^ re?e£r ^ayf o Y fohi these 
profession. I come. ^"th there are ^^^o supporting. 
ihinjK yo" a>-%S"PPo/-t>"S^' feieryono agrees, 

Sll Buooi. Mr M'V'^ WcJ'on Ss Ye&eto is no movement. . 
ami have agreed for the '^^^t 2« >cais let tncTo ^^^.^^ 

If we arc aid. produce a pro- 

. You arc saying that tins *o.^"/P^"<^^*>"' ^ nfi^rinal statement when 

CSfn^^mS^cSo^ ,,U1 and 

The .students knew there ^^•'^^.'^ a surplus, 

a change in that P^^ttern no^v becau^^^^^^^ 

The "eed ^<>^t^l.^'^^J,:iiSm^^^^^^^^^^ of the programs. 

m:iuv and varied fashions. i>o,A" T„ r, „^Jit, n.id 
^Ve houvhave a need ui the ment^^^^^ e^^^^^^^^ 
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• iToiuask if tke compensation 's. Sufficient for them to participate. 
We have a recruitment program in*the New York City rol ice ,De? 
partment wJiere individuals come in as aides at almost substandard 
yages but^they copie into the piogijim to ledrn, to^participa^ to 
.get involved' in the whole picture and iiUiniately U find them- 
'^elveis \v6rk6d iiitb the sys^^^^ - 

It is highly competitive because there are so many people \vho 
\vant in..! * ' / 

. I would say suggest, in the absence of alternatives, and jn* the 
light of the need, Mr. Chainnan, that this bill be gi^*en favorable 
Ijorisideration. * / ^ * - , 

l)ixLKXBACk. If time permits this morning, would it be pbs- 
sibfe^ Syhile-Mr. Simmons is here, to ask some questions about the- 
tangential aspects of the^^ , . . \' . 

^ I would. like to ask soma tilings about GSL tot^al balances and 
something -about ^this m:>tter of the graduated repayment schedule 
versus the eqiial instalment payment s^^^ 

Tt has to-doibiit not oil loans. « » 

Mr. O'llAia. I would inquire of ]Mr. -lluirhead, perhaps j'ou 
\voiild prefer to testify^ on those matted after you iiave had" an 
bpppitnnity to reviews tlieni. , 
/3Ir.' ^ItJiKiiKAD. Will there Be another opportunity to appear be-, 
lore the committee? 

. WeHat'puId be more than pleased to take Iff. Dcllenback'S (Jues- 
tions; We would 4)robably be m^^^ had a chance to 

review his questions. „^ / 

Mi\ D'Erx>:xijACK; T have never found you to be' ineffective, Mr. 
Muirhcad. _ _ ^ ^ 
. Mr. O'Haka; Why -don'tVwe give you ah opportunity to review 
these matters and Imve a^^^ 

Mv. iluinfiEAD. We3vould:be very pleased to do that. 

Mr. O'ITafuX. Thank, you for coming up tbday.* 
/ Gur final withess^today is.^Ir. Lawrence Golfl. assistant director 
of Federal . relations for the -City University of Jfe%y york. 

M^. Gold is going to be :festifyin*t dn;te^ tJniver- 
sijfv'S distinguished chancclior.^ 

ile -will be testifying primarily on behalf of IT.R* 3i4. 

Mr. Gokl^ we Avould be^j^y pieas^^^ from yqii. . . 

STATEMENT OF lAWEENCE EED- 
EEAL RELATIONS, Tffi; (3ITY UlSflVEESnY OF JEW YORK ON 
BEHALF OF ROBERT J. KI3BEE, CHANCELLOR OF THE CITY 
• UOTVXRSITT OF NEW^ YORK ■ T 

Mr. GoTiD. Chairman, I am Larrj\ Gold,, assistant ^director of 
Federal relations, for the City IJniversily^ of Ne>v York; Our chan- 
cellor, Eobert Ivibbce, regrets that he is imablc to i)e here today. 
Dr. Ivibbee^js Jh Albany, reviewing our budget wiUi the State 
legislature. * ' . ■ / 

The City TTnivcrsity of New York apprecij\.tes tliis oppbitunity;^to^ 
testify oij'behalf of a good bill: * > , " 

JI.R. 3ri Avould cancel part of the national defense student loans 
of pei*spns Avho£go on' to^work in mental institutions and schools for 
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• * - . 

the -handicapped. This- is - similar to the student loan forgiveness 
nrovisions that have been applied to teachers. , ^.^^ 

■ ^ TheSve^tv is interested in H.R. Zli because Ve curt^ntly, 

* S^iAdeVgriduate and fn^duate institutions We have also be?n 
IaS ffthe deplorably unde^taffed and "•«l;^^f » 
.condition^ tluit have been, unearthed at some of our owi btates 
inentanhstitutioris, such as Wm^^^^ pn.Unictlve 

Kseeins-to^us that Congressman B««gpf,^J^ ^^^K^^^^^^l^.^^S^^^ 
apnroi<oh to this= problem, an. approach that ll^^s a^^?^'^ ^""g^, 
itwted- its A-alne in grappling Avitk the teacher shortages of tlw 

- lUs'lfotSin my competence to docun^enk the dimen 
yUie health c;tre manpower shofta-e. Hearings are>ing_^he d m- the 
/Honie^and Senate kich bear fetly on-this issu?, aud^^^^ 

- Hl>e committee Svill call iipon witnesses later ^yhp can supp|> ]ust 

-'IwUit^m&tahit^^^^^ about 50,0(W:d(Ktors 

nnfl 1^0 ()O0 re«nstered nurses nationally, Avith projections for nurs- 
t^^^stoSes^SStas high as 2(^,600, by 1980. The pharmacist 

- h^rtSe^lli^ Was Hfgh as 15,000 by 1980, the Prg?de|^ 

• Gomnussiou to assess social. Vvork manpower estimated shortages as ^ 

^tM^t^^^'^^^^t and orit-^atieht iacilities by tl^ 2sV 
tioial CJefringhou^e f^r Mental "e=^th Informa^o^^^^^^ 
percenViiufillcd positions for psyclnatrLsts: U.2 V^^fJ^^,]^^^^ 
Wkers, 12,9 jKr^nt for professional ]'^'^^^^^^^'lf^^^^ 
liealUi tcclmicians, assistants, and family aidesrand lO.i^perm^ lor 
otUer>r6fessiohals-<Kcnpntional, recrtnt^ 
The shorta-e of manpower in the li«^ care^prpfessions. s ml, 
. anlouf pJ^fWrs teli"me4l.at ,theX^^^ 

t,lun to work at mental ihstitutions.#d schools for thifhandicappea 

is even, more pronounced. J ' „;w,brl 'nt"^tllft- 

Gong^sman Biaggi's proposal is one ? 
healtCmonpo^^r A ;The problem Is ^tlmt wh le t « short fe 
contiimes,. and while various methods of deal ng with it arc beu^ 
■ cxpS^^^ already olKi^ed for healtlf care trammg are 

^"^plShllv if the buds*t cutting continues, it.E. 3li ^vouUract 
asflimiSbuiSell-ph^^^^^ 

IhrsinXfS^^^^ 

4 ?nlus noiv-a 75,000 pcKion surplus cstiniatcd by /lie. Oj^«? 
of SucX. OnVhisfe the across-t ie-hoj«i forgiven^^^ 

' Visions for teachers hare been P'^«Pf'^ly,^;'TJ"fi& ,rh* to return 
For whatever reason* t am. sure tliat ^ye ^^,»,»« 
here to recommend discoutinuinp H.Il.,.3143 ^provis.ous t our 
. SaUiospitais and schools ior the hamlicapped lo.^^^^^^^ 
- %ith a.surplus of qualilied manpower a ;f ew jcai-s^f rom no«. 

er|c - ■ t* ** 
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Whether or^ript ILE, 314 induces people to enter health .profes- 
sions, it^ can induce them tbv cbpoec /particiflar -settin which to 
ciirry..out. their vocations. ;Wliethet/mentaphospitals for 
the handicapped are settings that Qongres^ wants: to pi:omote are 
for thi!5^committe^^ decide. If soiJ-thinkr the bilKhas value, 

In.addition to pur supjiort of H.11, 314,;let rrie take this oppor- 
tunity to. express a favorable reaction to ILR. (JS. Tliis measure 
would provide a one percent administrative cost allowance based 
on th^ volume of guarantebd stuclerit loans processed through an 
institution. ^ 

The cost of :processing each ^^uaranteed student loan is estimated 
to* be:^2.58 by my iri^itutioh; ThisJiicludcs professional, secretarial 
^and- postage costs. 

Although we urge the coiftmittee to consider the fact that proc- 
essing a smail loan or a rejected- loair costs as much as processing a 
lar^e loan, we are in sympathy w^^^^ this legislation and we urge 
itSzpassage. , \ 

Thank you ver^ miich^ I . 

!^fr. O'IIara. With-i^pect questiops^^rr. Dellenback 

directed to Mr. Muirhea<lj I would assnnie you wonid be willing, if 
ithe. Department insisted on dpihg it that way, tliat the amount be 
a flat amount per loan application rather than a Jo^A actually 
granted?' ^ ... ' ^ \ 

Mr. Gold. T think the flat rate is tlie proper way to -go about it, 
particularly m an institution like ours with so many low-incoine 
students ^who :lu)ve difficulty obtaining a loan. We would be iii 
favor of thaifc kind of change.^ . / ^ 

Mr. /0'Har.\. Do you have any questions of Mr. Gold, Mr. Dellen- 
back? / ; * ^ ' 

Mr. DeiIknback. I wouhl ask [NIr. .Gold briefly to make any other 
comments he thinks would.be helpful tp?the committee on the effect 
of this kiij^d of a cancellatiou because that is really what the issue 
^jboils down/to. ^ ^ ' « . . . 

I don't j think anybody is quarreling with what Mr. 3iaggi has 
jpointed out as a need^ in certain areas. You have testified to that ' 
need. [' ^ . 

There are other great needs besides this particular field but that 
does not jletract from the need in this particular field. 

TJie existence of the neediand the doing of something may become 
comi)leteiy unrelated to each other. 

Tliere is an .old Arabian proverb about not confusing the quality 
of the drink with thii-st. ^ . . ' 

Wluit indication can you;givc to lis that t4iis type of cancellation 
provision would really take away any portion of the pressure or to , 
Avhat degree 'would if be helpful to getting people into these par- 
ticular ^fields? ' ^ 

.Mr. Gold. Oh the one hand, the argimieiit has been made^ tliat 
only 3vperccht of the teaghers responding say that loaii forgiveness 
was an inducement to tliem. . ' ^ ^ 

Mn JDEUXNiiACK. That was based on a study ? 

-Nfr:- GpLD. That is right. ^ ^ 

Gn the other r^and, we caii point to the surplus of teachers al- 
though there are 100 reasons why that may be so. 
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at directine: teachers to ^,9?^ in^P^rJici^'^ .^^^^^^ . 

soiridtKinR on which we cariirest our case if wo were to move mu, 
"•g:;;'aro--those who say thi^wou^d be.^.ro wing $100 into. the 

ea^ch individual circumstance. ; - 

Vbii- SCO Dr. Kibbeo pkase lell Wm 1 .liop? J" % 



We 



^nd we 



make/but ccrtainly wo shouIcVtiy. We do Icnmy tluit wliatevcr mQncys 
rtte spent will be reflected in immediate, gains by the presence of 
additional niemboi-s^f trained personnel in tliese mstitntions; 

Xbese stndeuts are very established in their vocational goals. The 
career lyattern )ias l>eeii established. This is jnst another Vjvy of 
imi)leihenting it and broadening it. ^ 

1 don't know that the three percent analo<ry really relates to this' 
situation. I don't think ;it is analogons, reajjy, Ilopefiilly, tlie new 
-program ^yil^ provide an answer to oiir iiced? 

If there \^ no response, It will not cost the Government any 
money and we will still be saddled with tiie old problem. 

We slionld at least try this approach,. since everyone agrees there 
Ms a nieedj.a great need: l am not at all coin inceditliat the opposition 
viewpoint can be sustained or that it has :>uflicieiit merit to alter niy 
'tliiiikiiig. . / , 

As ^fr. I)elleiil>ack says, we are sea^'cliing for answers. We don't 
know wliat.iin[>act this hew lorgiveiie^o pro/Vvahi willliave, and tliere 
is only oiie Ayny to iijul out— :uid .that is to proceed fully realizing 
tJiat we are proceed ing'-vi^thoitt. any cost. 

llie only cost 'is if we7ift>;.cj^ a succeed. If there is no response, 
there will not be any cost. We \nfHivVift;tljat chance. 

If we are siicccssinl, ^ye will answeiva'^'cfr^^j^ need. 

ifr. O'IIaua. I ^yallt to thank yon^ ^fr. GokJ.*^%I^ think it was an 
excellent point tliut you made th'jit the proiiO.-al"oif:^3v^r. Biaggi is 
not an analogy to the general teaciier forgiveness we )i>vd under 
the>hnv but the teacher forgiveness we have under the new la 

It is not forgiving for people who enter the health professions 
but for those who enter ilie healtli pvufessions and then enter £ 
particnhr kind of netting. > 

That'is a good ])oiiit that lias bceii nnide. We have t^ichers who 
teach the handicapped or teachers \\ ho teach in title I ^hools and 
^•0 forth. • - . f V 

*^[r. Gor.b. I hope you will ask 01? abnut this when yoiAsee tViem 
J>gain. Thus far, I have been ninvble to obtain data oii Vliether 
teachers chose to work in. certain settings on the babis of their na- 
tional dcfeii.se loans. * • \ , 

^fr. O'IJaua. Thank you, again, ^fr. Gold. r - 

I1iis will coiicliulc the hearing, for today and the. ^nbcoinmittec 
. Aviir stand in adjonriimeiit subject to tlie call of the Chair. 

[WhereiijKnu at 11:30 a.m., the snbcominittee was adjourned, 
'subject to call.3 
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APPENDIX 



* ''. . , - MaS-kato State Coli.e66, i 

' iiahlidto, Minn.,.iIay-i,.J0^3. 

itloN. JoriN 'A; BL.VTNIK, * 

Hounpof'Keprmntativcs, 
HdUie Office JiuUding, 

"^^ «S^Sm' 'r ^^s Terv pleased to l.car tlmt the Congress had ■approved' ap- 

St^rColleTdld .^routinely ,«.rfor„. a „eed^.analj:sls:.on our Federally 
Studunt Finaiicinl Aid In particular. 



NATIONAL ASSOCIATION OF.BtATE I'MVi-nSlTIES A^^D LAND GaANT-Coi™- 

^ Cnlc. Xtk. No. 8 (5/11/73) 

5. nANKS SIIO^V^virr.GUABA^•TKK;l IX)AN.S AUE NOT iTIlK ANSWER 

A ' imwii.iif Institution in A' uK'tri.iiolitan hortlioastern aroa has ro* 

=Manee ot i.ln.ost:.$tmlllion, the institution lost oser ?JO,pOO In JJ... 

(37) 
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Intcrost income on tlic avtjragc loan balances daring tlic year of $966,427 
was $74,060 in 1072. Ubwcver, tlic money to capitalize the loans (5.40 per 
cent of cacli dollar on deposit) cost §54,704, and operating expenses (direct 
• cost of handling the loans, plus prorated indirect costs) amounted to $39,402. 
This loft- a. net bi>erating loss /of $20, 100 for the lending institution for the 
year. To break oven oii the prograin, the bank says it would have to charge 
0.45 per cent interest on the loans, but received oiily 7.43 per cent under the 
administration of the program. 

In evaluating the program, bank officials said that a large factor that 
should he taken into cousidcraMon is the great amount of time cbnsimftid in 
discussing the program and how it \vOrks with students and . parents, in 
handling the up to 15 separate forms necessary for processing the loans, in 
answering inquiries when routine procedures nrc stalled, in computing repay- 
ment schedules, and iii attempting to contact students who. do not rcsiK)nd 
tea renewal letter. ^ ^ 

The institution also pointed to the collection expense folio wing-delinquency. 
Accounts iimst be 120/days overdue before a claim can be submitted, and all 
collcctlon^work and ils documentation done/by the histitution are then com- 
pletely recheekcd. The waiting period for a claim to-be honored is between 
six and eight weeks* during which period the institution ♦cannot bill »the 
Federal government for interest / w 

The institutioU also points out that: its ndoney could **teehnieany" be tiedup 
for np to 15 years: four years of undergraduate study, three years extension 
for militar^t' service; three years for grJuluatc study, and live years for re- 
paying the loan. During this -time, the^^ehdlng institution must check monthly 
• HsU from the Deuartment of Health,. Education, and ^Yclfare, inchiding stu- 
dentii who have \vithdrawn from .school, who never entered in Uie Jlrst place, 
-whQ transfer to other- colleges or nn/versities. It states that •'constant follow- 
up (is) required to -Update records/ 

The lending institution says th;lt there is increasing pressure on bUnks 
remaining in the program because other banks ;(mostly commercial) are 
dropping out of thlh progrJlm. Oiiicers of the in.stltution say that, to save the 
program, it must be faade more lucrative tp attract aew leaders aad to retala 
present lenders. For this, the payment of bonus arrangements should be lagged 
to.-soinething lenders can relate to, such as Ihe primate rate l^resently, the 
bonus Is determined by the secretary of IlEW on the b"Sis of a formula not 
known to the lender. ^ ^ . , 

*'The ideal-situation," the institution concludes, ''would be to have the l?ed- 
eral Government take over the ontlre student loan program and make loans 
to qualified students at each Social Security oOicc. The same 7% iaterest 
could be charged as well as the Vj% guarantee fee. The Goverhment would 
save the interest on in-school loans and eolleet ii;terest on the out of school 
loans. The guarantee would offset Wgitimate losses and the Social Security 
office would have access to the Social Security records to determine where 
the student is working. The Internal ItoAjnuc Department could act as, 
collection agency oh delinquency." 

TJ^'iTED States ,Senatk, 
^ WaMngton^ D,0,, April 16, lOHS, 

Hon-. Tames G. 0*1Jaiu, 

Jioprcscniittivcc State of MichiffaUt ^ 
Muyburn lloiw Office Jittildin^, 
\VuHhmtjtont-D,C, 

DEAit Conourssman O'IIara ; I am enclosing a copy of a letter from Stephen 
C. O'Connell, I!residcnt of the University of Florida at Gainesville. 

As you sk», President U'Conhell is deeply concerned about the Federally 
Insured Loan program, and he has asked me to bring this to your attention. 
I hoiHi von will consider this matter carefully, and that you will find the 
vOPPortuiiity to share this concern \yith the members of your Suheomnnttee. 
Wit li kindest rega rds, 



Sineerely yourSt 
Knelosure. 

ERIC - 471 



EdWAKD J. iSUKNEV, 

WS, Senator, 
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HOX I3DWAW) J. GtmNEY, 
yew Senate Office Building, 



University or |5f % 
Gainesyl!lei'^l(Jireh 30, 191^*- 



WdtMngton, D.C. rt;^ federal government announced Oiirougb 

Dear.T>d: In February °* 1^;, Yo„^^^ tlie Federally Insured 

wide meaia coverage a new student loan 1''°^^^ aPPUcaUons for stu- 
Idau. Since .1908 we JJSV,'.°rTaiS^ pay for the 

dents.ontUl8 prtgra^^Jo feder^^ ".fur «^us(» P0st*8c. desk and 

admlnlstraUou .of this program, our expend numerous called . 

enulpment, office space, start friaries, transporia^^ processing pr'V 

Sal procedural training sess\o"s. telephone p^ 

grWmlng and^ equipment piJeratlonUme, and mi^^^ to begin a famll? 

^'Effective March l,aOT3. S for educaUonal expense 

faSlSt?f«S^^^^ °* 
^'TKeaultywasflnallr^r^ 

J.rts of iVbotl, tl.c,House and_Senate^^^^^^^^^ „I the bill 

Hve allowance to such^co^^^^^^^^ commitment I 

whTcli-went forw;nrd for the^rw authorities and was given 

■ ssrtii^^t 1"^^^^ "^"'^^^ 

^SSl^W^^oda^^^^ 
lecelvrng admuastratlve ,8u,WFt n.^^^^^^ 

which covers Uie lnnB«?8<*/^'^°^'P^ ViL f n& wrlUng to ask tljat you convey to 
■a¥d is m Mr. O'Hara's subcomm^^ this matter 

Mr. O'Hara artd ;f"'tvp °WllS dllUcult to conUnueJ^o 

our urgent need for reUef^Ve^^^^^^^^^ 

- slmnar m 

thU\^lleSlTSln^ 

Sincerely,. / sxephen C. O^CoNNCii, President 

Tnr City University of New York, 

THE CITY U V07r 

. Omu^.. Thank you for the opportunity to aPPear before 

your subcommittee last week. reiterate that H.U. 314 can not 

Upon further conslderaUon, :alIow_ me to rc^^^^^^^ forme: NDSL pro- 

be measured against ">e. aPparent:_ Incff^^^^^ Rather, the bui 

visions ir. inducing^ persons to enUr the teach .^. P^^^^^^^^^g^^ 

luformation is available on^ Ws p^^^^^^^ iTany event, barring informaUon 
be encouraged t" ^"fi'^ '^..Slve H K. 314 should be allowed Ite 

that the current provisions^ re lue^^^^^^^^^ l" csactly the .same fasulon 

■^'iSn^haS^^^^^^ 

Slncereljr, ' ' IjAWRE>*CE N. Gold, _ 
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_ ^ Amekican SpkrciT and HKAiiiNo Associatiox, 

7t,^'^ y... A.rr \ ^y^^^^i^^9^on,D,(J., April 10, 1019. 

' Hoy. Jambs G. O'IIar^i, \ 

Chairman, Special Education Suhcotnmittcb. 
House Education and Labor Committee, 

Ravhunr House Office Building; 

Washington, D.Ci 

ViiMi Mr,- O'Hara: This Is to express the support of tlie Americnn Speech 
and Hearing-^ssocintion (ASHA) for H.U. 311, the bill which proposes to 
amend the stnderft loan i)rovlslons of the National Defense Education Act 
of 1958 .to provide for cancellation of- student loans for service In mental 
hospitals and schools for the handicapi>ed. As the scientific arid professional 
socroty comprishig more than 15,000 speech pathologists and audiologists, our 
particular concern is for those students enrolled in graduate training programs 
hi speech i^nthology and audiology who could qualify for the measurers 
flnaneial Incentive Uirough service In schools serving the ha rd-of -hearing, 
deaf,. and si^eech Impaired. 

H.Il. '314 would provide one means of motivating hipahle and interested 
young.pebple to participate lu the educational training necessary for a career 
In the si)eech and hearing profession. A great demand exists for trained 
^ professionals to serve the elo.<e to 21 million Aniericans— about one tenth 
of onr national iwpulation—who-nre in some way and to some degree speech 
language and/or hearing:handicapi>ed^ 

The XJ.H. Omce of Rdncatjon rejwrts that ehiidren with speech and hearing 
disorders comprise the largest single disability group among iwrsons under 
21 years of age. Intensi!lcati6h ot Si)eoch, language, and hearing services in 
-the schoc^lsjs a must if their heeds are-to be met. This will require a sub- 
stahtinl increase iii profossionals training at i^st-gfaduate levels. To<la.v, for* 
example, ortly 1.4 milHoh of the 2.5 million schpol-age children with siweeh 
iiapainnentj; -are reeQlving soine degree of "needed s|>eech path ologv .services ; 
1.1 minion reci^ive ho services at all. And only about 44,000 of America's 
400,000 hard-oMi(;aring .<ichool-nge children receive. sjKjciai: education iservicbs: 
wore than ri5«,()0O^Tecolve iio services at all. f 

The pressing for intensive S|>eech, language, and hearing service- 

delivery goes uriniet because of. a shortage ;bf trahUMr professionals In vlrtuallv 
all school districts. The profe.SwSional-to-pupil ratio in the S|>c6ch impairiuen*t 
area is an abysmal ohe speech pathologist for every S2 si)eeeh«imi)aired 
children. The situation is* eonsldenibly won^j in the Instance of profe.ssionals 
who work with hiird-pf-heariiig children; only about 3,000 audlologlsts ancl 
teachers of the hearing impaired are presently employed in si)ecial education 
settings in the public schools. Close to 28,000 more are needed— seven times the 
nuhiber now providing services. ^ 

Mr. Chairman, this A.s.sdciatioh resi>ect fully requests early favorable con- 
sideration of HIR. 314 by both .\*our Subeonunitfee and the Kducation ami 
Labor Cojnmlttee. It i.s our hoiH* thdt this letter will he Included In tha 
record of y(mr Subeo»ualttee\s hearing on H.U. 314 .. 
•Thank .vou^f or your '*oncerm 
Slncerel.v, 

IlicrrAUD .T. Dowr.rNo, i. 
* Director of Governmental Affairs, 



X.moxAL Cou.vcfL OP IIifiirtiR KoucmoN Hoax raooRAMS, 

• ^ , ^ Mftford, Conn., March 30, J073. 

Go.voRn??8MA>- .Tambs O. 0 Hara. 

Chairman, Bpccidl Suhcftmmittcc on Education, 

Oannoh Uouhc Office building, % 
iVaithington, D,C. 

I)i:au CoNmnyjsMAN O'IIaka: Thank yon for your recent letter and Invita- 
tion to provide testimp::;.' io jour .SiKM'hii Suheominlttee on Education. 

m view^ of your busy schedule, I feel that a iK'r^onal app^^l■nnce at this 
ilmO is not necessary. However. I would like to ex|>re.ss the National CounciPs 
views on; the proposed legislation. ^ 
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(D-im (kS-\V(! fiivor this l.mi. Withmit this nllowanco. schools will 
not be ablu to iKlciimioly iwrform thu rcsponsohllttlfS rwi.nml of them 

"'rrim'!aSrnd.her fnvor or o,.poso thl« -bin. fjlnoo we nrc not 
im-^lvc'l Ul. thlli.rosram.. we -are not sumeicntl.v quaimed to eomment 

""(V) Vietnam I!0\V's-\Ve favor any provisions that would aid and 

T^::^^:^^::'!:!^^^^ .nioh w. wonb, nuo to ..rovido tosti.„n.v • 

on rtt some time In the future eonveuionl to you and your eoumiittee. ihey 

(1) New problems crcafed hy the '■Kdncation Anioudmei.t of 

(2) cDlseh'(r«eahillty of. edueulKm bmns Ihroutrh legal steps of BanK- 

"'(•n 'shartliK of default collectloji cost wlth -tl.e Kedernl Oovernmei.t 

(4) lU'lnsuniuw to lududo Interest as well us prnieipal, nmking it 
cnunHrable to Fcderallv Insured I.o:in.I'ro;;r!ini. „ 
V^rS sou e h the cmelusion of our National lueetiuf: (April 

3S 10 uud 4T' vo wiu „«ain invite us to testify ou the a ...ve and otho^ 
matters: in n.e meaniinte, you eau be asmned that we stand In readiness to 
answer further quest ions. ^ 
Res,H.etfully yours. ^.^^.^^^^.^ ^ ^^^^^^^^^ President 

# 

1)\YT0N-A Bbucn Co^f.MU.^•^TY Coi.i.ilf.r, 

I)aiit(iit(tliCuch,h'Ui.,AmI.i,lin-3.- 

IIONV .Tam'es G. O'IIaiia., ,. ' 

Chiiiriiiiin nf tho SiiliC'immtfCCOih BiUiCHltoit, 
Kinjhnrn Jlniino Office }SitiUIin!i, 

Dmu Mn O'Haiu: This letter is an effort to emphasize the great need for 
tuTit a.ln.i..l trative, allowance on the .Ke.leral 
Vou iiro aware. Ilause IHll IIH-OS date.l .Tauuary l-^'-l/' 
I" 4(loirpr<)vi.lius f<.r a a.lmiuistralive allowanee for those .ol e.^es por- 
Jorminil thl n.H required for the Fe.lerally Insured Student 

^'Tt^ur inxtUiition durliii: the pa.^t .vear we were involved in the pr()ee.'!.'!lu|: 
of'over 100 1 s r^^^^ This-total. even tbouKh 

^el i^^Ov M^ ;;enerated ,„ an a eu 

«S iMvas l^TV hard f<)r a stu.lfut to loe.lt e leu.lers who partl.;lpated in tj e 

'"•'m.r acmn.t for more than ."0 .«tmleuts that were uaa Die 

o!.Hi» ri^^^^ ""r b'^=t y*^^"-- IX'^vever. the state of l-.orida 

t^'' ow l eeo^^^^^^^^ "«der the Insured ^-oaMU I'ro^ram ,m.l:n« 

available to all Florida students. Based upon the fa<-t ' '"^ ' .f'; 
heeorne a leu<ler. we aatieipate an luerea.<e up U. appro.Ma.ately 2ft0 appll- 

"'Srtl!l^Vuae'n';rM;;pnea^U approaches this oince until be receive., 
,.i' nev ' there' w'i'l'l i.e'no le.ss ,hau l4 hour., of adual --''^''f. V"'t:^r'',';: 
I eaeh=applieation providing there are i«o compliea ions. This tl '!« 
eee^!ar.v nuder the.\few refrulatious i» or.ler to .earry out '"•<^;'' ' « 
inv Wneu the addllloual expense phone. sapplie.<. ete. ' , ,X 

of labor and prorated a!Jain.st the total eo-t of the o,K>rati<.n of ^tl e fmyuei I 
■ «l,r ( l ee a -1% aduiiuistrative espeu«- will not eover the tot.il ^o.«t £ 
:!lmiuisiVrln« tl!^^^^ but will .0 a lon« way in helping to offset addi- 

uSHike tn a.,lc for your continued f'^'I^t for .lesislatim^^ 
iiren of finaufial aid to students aiid.e.\pressly ask for your Help b.\ m> 
orMuu Ho w^^^^ ^V« ^voMl.1 alTso like to e.vpre.s.- onr sincere apprt^aa- 

{um /or all suS >«" I'.ave earne.^tly !:iveu iu the rast .a support of 

education and; Ihiancial a.ssi.stauec to students. • 

Siacerely yours. AVm.uam K. nr..vTit>:. ' 

Director of J'iiuincinl M'J. 
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Camfobma State U.NiTDiBmr; Sax Diego,. 

San Diego, Calif., June 20, 1073. 

Ho:?«- James 0*Haiu, 
Houie 6t Rcpresentativei, 
Washington, D,C. 

Peae Mb,' 0'Ha«a: I am writing to submit Information In support of H.It 
C8, the amendment Introduced to provide an administrative allowance for 
the processing, record- keeping and reporting required with appUcaUons. lor 
Federally Jnsured Student Loans (Fist), ^_ , 

* We underftUnd that officials of the U.S. Office of BducaUon have expressed 
AdmlnlstraUon opposition to any form of administrative allowance. They 
sUte, in effect, that the analysis and evaluaUon required In processing an 
interest-benefit loan application Is not an addlUonal worli-Uad since Uils 
-process is accomplished when the student applies for aid from other programs. 
This stated position doe.s not, liowever, recognize that most FISL applicants 
t are not applicants for other aid. ^ . • 

We have surveyed FISL acUvlty at this University for the academic year 
and find :the following: ^ ^ . , . , n 

a. Of .1J66 FISL applicants, only 220 (13%) received aid under the 
other programs. . . ; . »vt j». 

• ' 1). Since March 1, wlieh new FISL regulations requiring "Need 
evaluation for interest-benefit loans became effective, only 21 of 78 stu- 
dents (27%) .elected not to apply for the interest benefits and thus 
eliminated the' necessity for "need'* evaluation. , \. , 

It Is pertinent to note here that of eight major participating lenders In 
this area, half will not lend to students who dp not apply for or nuallfy for 
the Interest benefit8.:Addltlonhlly but not necessarily iKjrUnent to this issue, 
only* three of those eight do not re<iijire the ptudent to have had an account 
with thcm for >a:i)crlod of slx^jnonths or more^ and only-one wlll iuake loans 

to freshmen. - _ . . _ 

We have made every effort to streamline the FISL applleation processing, 
but there are certain necessary records to be kept and other administrative 
processes that occupy th^ services of one clerk on a full-time basis. The need 
assessment feature utillzes the services of a financial aid professional. person 
for about one-fourth of his time. During the approaeldng summer heavy 
application period, the volutne of work attached to FISL, analysis and 
processing will serlouslj hamper the norhial work involved In processing and 
evahm ting applications for other aid. . 

Sincerely, ^ Bbaoe Goldi*Vo, President 

Student Loan Application' Supplement OB Form 1200— Instructions for 
Educational and Lbxding Institutions 

(NoTE.T^Studenc Instructions are found on reverse side of application sup- 
plement.) 

JMPORTANT INFOBMATiqy FOR both SCHOOLS AND LENDERS 

Who must complete: All students , must complete the affidavit in .Part A, 
whether or not they apply for Federal interest benefits. The borrower must 
not sigh the affidavit except in the presence of a notary or other i)erson 
legally authorized to administer oaths or affirmations, who must also sign. Only 
the original copy need be notarized. The -phrase "original, notarized" should be 
printed or typed in the notarial area on other copies. If a student is applying 
for Federal Interest benefits, the entire form must' be fully completed. Other- 
wise, only the affidavit Is required. (Note: All students must continue to 
complete either Form OB 1154 or OB 1070 as appropriate). 

Determining eligibility for Federal Interest benefits. 1. U9less Part B and 
C are fully completed by the school and lender, a loan Is not eligible for 
Federal interest benefits: Students who do not qualify fot^ a subsidized loan 
may apply for a non-subsldlzed loan up to Uie maximum amount authorized. 
However, in no case may a loan, subsidized oi* n6n-subsldlzed, exceed the total 
.cost of education less other finarcial aiil received (exclusive of family suppc^t). 
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o T„ Winn TV nf Part 2. tlic cducatlofial Institution provldM tlie lender 
^vlTh'a" S^rr£omLcStlon'ufatMs,b«^ I^V^'rlAS'X 

Tloan in an «u.ount in excess of the school recomme^^^^^^^^^^ subsidized 
1ust?fled the endef must coimnimlcate with educat onal iMt^tuUo^^ 

i^iil^B^ (TO ^ 'Si'S'"^ ^ 

I through should rein te^to "lls^^^^'^J^V^ _j„j,cate the total educational 
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,dent aii4 tlK? InconieyJituI assots ot the parents arc not tn?<en into account If 
.tnejstudent. is tuamiMl and lie answers "no" to the sit'oud (|iie;stion, the lu* 
come md nsscts ot^i^he s|)ouse are to Ik; considered. If the answer js "ves", 
ftlie'8pou.se'8 inepdie and assets are hot to Ik; taken Into aecount Indlcntc'both 
the amount o^the conipiitetl siifiiKirt from the family and tHie method of needs 
ftimlysLs used In maklnic this deternihiatlon. .Thl}{ amount should relate to 
tlie iierlod of the loan. Methmis aiM»rtf\ed^i)y' the Commissioner of l':<IncatIon 
for other federally snpiwrtt'd finanelul aid pro«nims are uccefitiihle us welL 
as the Altermite Income system, the American College Testing l»rogrum 
«y«tem» the CoUtw Scliohirslilp Service system,, tiie Income Tax system or any 
otlier metliod If it produces results which are, on the whole, similar to those* 
^v;u\ch would be proiJi^iml- under the luetiiods listed above. A needs nnalynik 
, ntethod promulgatiMl by the Commissioner for indeiK»udeut students (as de- 
JiiKHt above) may alternatively be used for such students as nuiy ;sn^ other 
jiiethod whicli proiluces results which are, on the wholi?. similar to Utosdv 
whicli would be proihiced under any metlHHl wlilcli luis been .so promiilgnted. 

ScctwK liJ^Support from FnmUy-^^Hhimrt i/.— Tlie uniouut listed in S<i!- 
tion IIIA is more uieanlusfnl when adjusfnieuts for tlie ludlviduul circuni- 
stuiict^ of tlic student are considered. Tiie FiuaucIarAId Ofliw»r Is ex|HHited to 
€xerclse-, his professional judgment in eacli cjise und imllcutcT iii Section IIIB 
the umount tliat^can be realistically ex|KiCttHi to be contributed for educatlouul 
costs over tIie i)erIo(r of the loan. He should take into ncconut KeoKraphic 
dim-nmces in cost of Ilvluj;,. uctual summer earulugs. fuuiHy circumstances, 
and oti»er factors not always e*iultably treated in a uatlouwDv standardized 
comimtatlon. IncilcJite in the space provided the follow c(>/e(s) for Uie 
reasons \iKed in redublug the auionnt of tlie computed famlff support: (1) 
Koductlou hi Income, (2) death or di«ildllty of ;\vnKe earner, (3) loss of Job, 
(4) unanticiiwted medlcul or other extniordlnary exiwiises, (5) nou-IIqurd' 
^ assets Ce.g. home Ciiulty^ (C) caiVnot uitHJt oxiHJcted contrlbutloii froin income, 
(<) otiier. If code "(7) otiier" Is used, brictiy indicate In the space provided 
tli(i basis tor this reason. If necessary, provide this Informatloniou. a .separate 
puKe, copies of wideh sriiould be attaclied both to tlie lender and jcuarautor 
copy of tlu; form. 

Section jy^School Jiccqmmcnilatiotu^rAitQr tiie amount In faction IV 
acconliuK to the instructions stated. In other words subtract available re- 
.sourc<«.s .(Section II und IIIB) from tiie Co.sts of Kducutlon (Section I). If a 
iicKutive flKure results enter, "O'S ' / 

Signature of Authorized Scfwol Off!cial^l\y sipilu? this form,- the educa- 
tional institution Is: eertlfyinirtiuit the- student Is euroIJed and In kepd standing 
or ims Iieen. acwpted for enrolhucnt. CSood standluK: Is determTiie<r bv tlie 
institution. If the student Is not In good stamllu;;, the form should not be 
completed or sl;nied I)y the sciiool oificia I. v 

Parte (To be cmnpleteii by tiie lendhif; Institution irthe Student Is appivln« 
for Federal Interest benellis) Tlie lender mu.st complete nil Items In Part e. 
l-4*nderS uuikIuK fe(Ierany Insurc^I iO:ins shouI(I receive two eopli^s of this form 
from tlie borrower. The lender uiiistTetalu tlie orljclnai cop\». Thl»/litlier slioidd 
1)0 attached to the yellow copy of the OK JIW and m:illed to Abe reglouul 
OlHce of the Olike Kdiicatlpn for the insurance t^ouiiiiltment. UiVh'rs niakln« 
loans under Stat^ :or nVivate liuaranttHi UKcucy pro«rahis .shouhr follow pro- 
cedures estaldlslicv he agency. * . 

In all case.^. the- ;ider should indicate tIie ai«ount>the sciiooi recommends, 
tim amount the lender upproves anil (uccordliiK to the standards* s<'t forth 
uI>ove) whether or not tluvloaii (jiuillfles for Federul Interest heaent.s, 

Jf the ainoimtof the loan is e»|mii to or less than the limomit reeoniniended 
liy^tlie scliool In Hi^tUni IV of Part 1$, the entire aniount(|iiaiIfies for Federal 
interest Ijenents. If the aniouiit of the louu exceeds the school reconimeiKhitlon 
tlie entire aiuvnut will (pinllfy for Federal Interest blueftts provided the 
lender Iiidientcs. in Ids records tiie basis for exceeding the scho6r.s recoiiv^ 
nieiidatIoui(nml. if the student's adjpsted family Income is .$M,0()0 or greater 
tlie Jeuder'H rec<)rds also Indicate that lie has contacted the school). However' 
If the loan amount exceeds the s<'hoor« r4*couiuiendatlou..and the Iciuler has 
no basis for exceedluj; tills recounnendatlori, only the uuiount rcconimeiided 
I>y 'the school woul<l (|milify for tlie interest bem-nts. In such cases. Indicate 
on the form -the amount that (lualifles and Jlie amount that does not ounllfy 
for tlie Fefleral: interest beiiellts. . 
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An a\ttlioVlzo4l omci:il of tlie Iwulor must Mjrn tlio form, imlicatinj: liif' tiUo. 
.lKu4tC*lt'|>honc liiaulier and the da to in siMCxvprovidcd. If tlien; is no^cliooi 
•rX^SKuieiid^^ :nid. C nm! not bo cimiplfted.as the JitiuK'nt cannot 

Vlimlify ^or Federal Interest bonefiU. 



rMVr.USITY OK MlS.-^OURI, 

JIo.N". Caul O. Tkukins, • - * . . 

Vajfburn IIohmc Offivc liuihUuO, I 
Wtfshhifjiou, J),C. I 

ViKWi Mr. rr.uKi.vs: .V nunibor of \veol<s^aj:o I oncourasjU wjjon you 
Introduc^il inU. OS whieli Inclnded provislJfii for :in adiulnistrntRe jiUi|w:\nec 
to ediWVtional In-^tUntlons In nanrn for t-liclr work In batulling tbe JcMleraUj 
Insnred Loan rrojiiam. On April 14 1 nn^is esperhiUy dii^c^^^^ 
MH^koMuen for the OMiw of Kdneatioii stroimly oppo:finl tlds^proxision in 
their testimiliiv liefofe Mr; crilara'.s Sp"fial SiiheonnaUtee on Kdncation. 

Conj:lderatlon of .vour bill ?eems to liave I)crn dormant for a w die and 
rnnnlHT ,of. ns in student financinU aid are supportluy: a renowcd olTort to 
encoulraire positive action on yon r proposal. I'm t»nelosni;: a letter of Ma> 
from Mrs. Knidce Kdwards. president of oiir National ASM>eiatlon ;ot Stxulent 
KInanelal Aid Adinhilstrator.s to;Chalvnmn OUIara. Onr ^assocmtlon ;:ive.s 
stron;: snp|M>rt for the adn>rnUtrallve nllowntiee and Mrs, M wards, presents 
some real farts tt^jnVtify tfus .^npi»ort. - , , . 

The OlO testimony Infers that most' Insnrc-d Ipan aijpllcants ^'^f^^r 
Md anyway and, tlnMefcnv. require little extra work oii^lhe i«irt of t»U' nm- 
eihl ald otllce. Unf<»rtunately, 0I-: simply h:LS no factual data to^ baek up its 
ebihn. Our initial .survey indieaies exactly the reversc-appmxnnately two. 
tblrd\of tlM^ li;sured PKUi sippUc'aiits liavc received no other form. of fedenji 
aid at^u; time they t;ct aFi in^nred^oau/ , 

OK alkt Infers that approvli^^' the Inillal application is dhe end of otir 
re^ponsihintv; Auain the reverso li* true. The V.)7:i-amen(lnients nmkc the In- 
stituthms lika the lenders partners in counseHuK tjm borrower. >»f 
loan, ke<.pbi^\track of the borrower tbrousb eaeli onrollmrut 
an exit Interview prior to his jrradiiation and nuiy lM' even helpia^r to locate 
his address thr7iu;:l. our ainnud Jlles after Kraduatiou 

short as one yoa\or lonu' as four to emiit years, (UMH-ndhi::^upo!i when- n e 
Mudeut ^ets tlie uXn and whether lu-;:oes into ;:ni(lnat(' or |Mofes<imml .seluu)!. 

Prior to 7:2 tlmhi!;nml loan pro-ram tfavu thv institution uo leu^thj re- 
Bponslbllll V. Ill fact. hnv disc(mr:\^ed the nuani'ial aid odlce from passing 

jnd^iLlii on the loal&his lack of clo.e """'^''^^"^ ^^^i ' ti 'lf nn 'f^!^^ 
clo<e eoiumunieatibn wlNi the lender in smne cases could well he one factor 
which Jms heliK'd result Hn Idfrber deliniiuoucy i'ate>- 

Things are liiTerent now. The Adndnist ration fully <*^J«'^: . Vm ^ '^r^'^^^^n 
lutiiml Loan Prom-am <o ccmilnue to carry In excess of $1 bil iyu^^hi now 
Ht ulent credit aim lally which wilhaid more than 1 million students who iiee( 
The delinquenev ratv -fust he kept to a low level. This moans close 
su^HTVislon -from the b of the loan to the tiua! Pay-off, »»roiHM; y 

chme by both the iii<iitnt\ou and the lender, the pro-rani will he « "^'^^^^^^^^^^^ 
If poorly dmie, it will i^s a national costly cinbara.^<nicnt. Phe » » 

in^titntiou is- expected to provide the counselinj: |K*r,<onnel, the otiice MUu , 
the postage and the teloplione bills to do it.s slmrc. The Vressnre on ns itu^ 
* • - is weir (h>cmuented— we fanpjy cant take 
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tlonal bnd;:ers across the couiitry ... 

t»ii additional adiiiini^^trativc loads witlioiit kuowiUH 

"^Trlldi^ to .ot auotl...r sh..lo„t. V.nt h. UUd.er Sanc- 

tion ovor^- .stuclHit iid.ls :i(l(lili(.M:il.cXi>euH(— no ptii.lc-nt iw.vs iill of his- Hljioi- 
,. al cost. K:iMi one is a fiirtiu-r tinnmliU rosponsil.ilil.v dtlUT oii.f he omiow- 
nU.t of a private s.l.ool or the taxpayers of a pul.li..- sel.ool. Houee, tl.e' 
Iii.m.re.l loaiiJ|.roKi:ua is a .service to soeioty. l'iit corta inly Hot a mouey-uiak.iis 
i>roiio<ltion for liifelier eciiieation. „ i„ 

Vm^reiu-Msion l.as i.Pi-u.cxpre.«so.l aI.o.it;tj,c wisdom of an aUmvance to 
t!ie i'ropriutary.ror-i>rolit sel.ool iwanse M-^l.i'.- instance eacii additional sln- 
deut is i)re.siiiiii-d to l)a an a>,set wliiej^^^iaujirvasu the sel.ool s ineoine. My 
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?ihswer here :l8. that any scliobl, . proprietary or public, has a respoMibility ^to- 
prbrlde/a service under th4s; program* If the job is well done, the j sayings to 
the^ifedcral government by feducihg the delinquency rate will more than, pay 
for the^admlriiatrative cost allowance^ If any school, ,proprietary| of public, 
does ^a poor jbb^and its styden ts show isin, unacceptable » dellnciuency rate then 
the <8e3iw>l should be remdvwLffom participation In the program. 

Alreadv the fedenil program hss;provlded that»a schools 
are ellgiLIeHo participate In BEOG, SEOG; NDSL, and FISL. Hence. 

find it 'difficult to justify eliminating: them f roni' the current proposal; 

Apprehension has been expressed aftout the appropriateness of the 19© 
ano^warice now that the loan Ihnit has , increased to $2500. Nation-wide during 
the first eight months of the current scho^^ year insured loans were averag- 
ing Just over.^llOO each. (This was prior to tlie March 1 effective date of t^he 
$2500-llmlt) Tliis would have netted $11.00 per loan under a. 1^ allowance. 
Hence, if there ia fear of eiscala ting loan av.erages, a fiat fee 6f-$11.00 or 
perhaps $12,50 -ipeir l^an couldi be established instead of the 1%/a^e com- 
munity college? would; like tlils lietter ahyway> since, maay of their loans ar^ 
nndcr^flOOO aM Itftakes as much time to process a $500-loan as It does one 
for flho. The larger schools ^:buld-a^^^^ because their loans 

would avenige -out to a rea&^hable,figure. , , 

'Tfie auction has also been raised as Ho whether a 1% allowance would 
encpunigcf^an^inatltutlon to recommend larg^^ Iban^.ln order to get- a larger 
aUQwaij^. Since: loan- amounts must be based uiion ^financial need this> really 
tfoesn^Sippenr to be a vnUd :fea£ the other hand, the fee basis would 
&mplctJky felled the -anxiety ove^^^^^^ . ^ . 

Another Item that to my 'knowledge has not been proposed in print is-the 
-COPrectlbn of hn omission in the '72 amendraents. The 1958 NDEA provided 
canceJlatlou of loan . debt and Interest in case of death or permanent disability 
of tlje borrower. I^f eel that this benefit was Intended by Congress t(^ be 
CttfrtedUu the Katidrial Direct Student Xoan Program but was omitted: due to 
an bvehlght;'it would^ w^^^ clarify the rules, if thls provislon could be 
-otOcially relnsta4cd:by Jegisl^^^^ \ 

lit hpy of u« can be of further assistance in supplying\lnformatlon ^please 

caltod tifiu-W^ appreciate the liard work and the sincere attention given by 

you, i^our obmmlttee and your staff. ^ , \ ^' 

iSIncerely^ ' ' ^ ' v« ^T^' * 

: • ^ ' ^ Aujls W. VxmDYf Djrdcior; 

Enclosure. - , c 



Ohdfrmon, Subcomnittec on Education^ 
IJtottko of iitcpme«/a«i?c«, ^ 



MiLLSAM OOIXEOE, 

Jaclcson; Hisf.^ June li, 197S, 



DCAKMB..O*nABArIt Is wiy understanding that the Bill H. R. 68 concerning 
one cent administrative cosfs for the colleges completing the Application 
and Supplemental Porm for the Federally Insured. X.oan is being: considered 
by the ilouHe Sub committee on. Education; Also, It is m^ understanding that 
repre^ehtntivc^ of the Omce ot Educafion have spoken against It. I am^ very 
8orri^ to hear of this action since it Is a complete revense from tlieir approach 
Jn the pant regarding, the one per cent administrati«^e costs. Therefore, be- 
aiui^e df your committee's consideration arid parti j; because of their negative 
atittude, I wonld like to request that your committee consider a few positive 
facls about' this matter arid jjlve eonsideration to the passage* of , this bill. 




WO 

each 



appHcahlfl have rcqTJLestod other type aid and tlierefor^ have already completed 
a Xced Analysis Form. Most of those seeking tlils loan jiave not completed 
a Need ArialyBls Forin and the;x»f6re must now do this. Since we are rfequlred 
to also complete the Supplenientoi Form (l*art B). and discuss this with the 
lender, botli time and experise are required In our office to handle this. situar 
tion This does create new expenses and time corisuraing situations for our 
stiff Since the purpose of financial aid is to help the student, and I. agree 
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this is th<,post ln.portant.aspect.,^:a^^^^^^ 

Cordially.. yours, S:^' jIck X: WoopwAW), 

' ^ , * ^ircctor of Finciii0aliAJd.- 

" ' IJAii State. JUNiyEBSiTYi _ 
^Jfitncfe^ IndhJuno 12,1013*^ 

'Mb. James CHjaa, . 
Vhaimiqn, Sulcommtttcc on EducaUon, 

Ra'jburyi itousc Office ButldituM r . ' 

^S^L^mRit- AS a justification .for an adi»inistrativc expense jiUo^ 

In processing have tripled. _ n*iniini<5triitlvc e\pense allowauce is 

is -necessary. 

Sincerely, ^ Korma:? E. Becr- 

jDirec^or, StttrfenJ JF'inanctVr 4»«^»- 



ilox. .Tam'es"^ G, O'llAr-A, 

Chdiniidn,^ ^, > ^ 

Special Suhcommittcc on Eaucatton,^ ^ 
Cannon-nouse Office JUiildino, ^ 

JItUe l^Strot^u as reflecteclg;;^UeIr testimony of April 4 ot this .ear. 
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First, the- a(hiiinistrntIoii*s position scfihs to assUme that the .analysis of 
need is the onlj; -function i)erfojcnie(l:by the i aiui tinis the iiiVest- 

ijieiit of ^inie^is not.suincient to warrant anyr-cost aIT»v\uiiiice. As we; indicated 
iu our original: stVitcmciit, "t here-a re nia liy other admiiilstrittK'e task^ ' iiiyolycd 
in tiie guaraiiteed .Htuden loan program. Thi^se functions have produced a 
strain ui)6n in.stitntibns since the begiiniing, of Uie program. We have Iwcn 
performiiig these without reiiaburs^niwit over the years because thn^program 
hepents o'ui- stutlents anfl. their f a niilicij,vuia klnj: enrol 1 meht less of a -financial 
Jiurdcri: The addition of the needs test; wa>7 only '^the stra\^^ 
earners back*' so iar as wtj are coiiceriied. Were it the only -iiivoivenicnt of 
the institution ht^the ;prognini, -\ve nilglit agree that no cost allowance :\va 
justified. However,, s^^^ 

Secondly^ we must take exception to the assertion that a snb^tautinl iiuhi* 
her of gua rantec(l 1 6a n = appl i can t s ha ve bu icr fori as of a i d t hrdiigh - th6 - J list i_- 
tution "anct^thcrefore do not. reqtiire a scixt rate , ana lysis oC ijeed for the 
guarantce'di/lqan progra^^^ A stir vey conducted, by Uijs AssociatioiV since, tlie 
Ad'mini.strntion'^^ otherwise. The pi/rccntage of gnarnnteed 

s tudeiit :lo5\h r a ppl iea iit s who do not apply for other types -t of a i d K and thus 
require. hecU ^a^^^ solely for guaranteed loan purposes) varies-by type ot 
institution. lif all three. catcgoi;le>-, however, substa;ifial -numbers of siudontsi 
cau.se add it ioyaj woik in the iinaiicial aid bOj(^es across the country. By type 
ot instiCation,.'tlie7results of .our surycy^are as, follows; ' ■ ; 



Typeof iostitutron - 


cants /fequiringL^ 
Number of schools ^nslysis soleW 
in sample - for :GLP. 






4 year public,, ...^^.....^".U-,. 
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_ As migl^jt be expected, the percentage of stbi£'Uy-g»uranteed^lpuh appljoayt^ 
decrea.se.s us, the coj^t -ot tlie institution increaijesi. jKoj;e of tl»e, figures, however,, 
supjiort tjie cojitehtioii tliat *'many of tlie guaVaiitecd: loan applicants have 
other sources of lb lancia I aid froni^^Jioir institutipiib; Jor tlie.se sO»dents the 
institutions have already jjcrformcd such heeds anijy^ls." A few ^auiple 
Metter.S' il lustra tibj^^thls point are attached^ \v. . 

Thirdly, we would challenge the .suggestion tlmt all that is Ji?volVcji_in^ 
need analysis Js^tiKe copying ^b£ the rcJiuIts of the stJindardized analy.sis bii(o 
ihe guanVntccd loaij- fprni. In thu first placev tlie need analysis services con-^^ 
tihually caution ajifl.joinico^^ accepting without question the (output of 

their analy.5Js. Kven standard analysis procedures do not avoid the" human * 
errors ot nnMnterpretation, in^ key punching, editing oversights, e .c. Kach 
case must liertjiorouglily rc«jie)vcd. Additionally, th(j regujatiohs of the^ guaran- 
teed - loa n ; I jrog* li ca 1 1 ^ f or a .si )cci aj e va hi a t ion of f U e need a na ly s Ls t j as.su re 
tiiat tlie riisult:pn,vi(!es tho-iiost rcaspnal)le expt^^etation possible. ^v'biIeHhe 
Jut cut bf/this eJeuieiit of t,(ie^^Cef;»datiohs is, not V^'ry clear, it ^suggests that 
the standard anol.vsis rcv^/u*VV**i^^*^^^^"""^ cvaluat;^n, not routine copying <)f 
-the i;e.sidhs/to theTririrant^iea'lou^^ A copy ^f the regulations and the in\^ 

St iluti jua 1 ill s_t r uctJ.ojib ^ :» . a t tit f*M»>J* for your i*e f erence. J t won Id .seeii! , t ha t ^ t lie * 
uiucO of Kducati(aiy.s valuing -I lit i)/<fi*e.ss * i-putiiie" for one purpose and imply- 
ing'^ a: special lespohtjfi'dHiy Ifor a Jioai^^^^ 

There is oiie point upfin whic;^^ the Assoc.atioir agrees with Dr. Maiirhcad's 
testimony. We Avoiihl iifj^o iircfvi Atult tjlie cost ^allowance be. computed on a 
per application J)asib, ht^Jier thfu; a j *'rcrjUage of loan voliinie iii.surcd^. A.s 
.tjie Olliee of Education /e*^Uni oily ( a j*\Vou^^^ points oiitVa small loan is no less 
cost ly to i)rocess . 1 1 la (i !i ^ i iu ge one, 1 1 j f - i.> ^a a a ppl i cat ion tha t does not cu 1 min a t e 
ill a. loan fess tinie cbiij^u^iuu? to liaiulle ilian one that is actually insured. Our 
supi>ort for the one iK^rceiit of iii.surediiiiluiiie approach was simply a recog- 
nition of the political J-eaJiity of receiving approval of a technical amendment 
correct i ng> a d ra f ti lig Jojui^si on v e rsii.s a ii e w coneep t no t pre v i ously a greed 
to- in--Coiiferencei We wuiild prefer a per application approach fpr the very 
rea%)ns givcii :by Dr. Muirhead. * 
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On tW-otbor liiiml. <vo soo no reason why the por apfincatioi. paymop^ 
SShS not exccoa K/o Of tliu voIuuks tlu; C^mnn.s.ouor h:.. 

flic uiuthority to sot «p Hie muchanlsn. f?^,V''"7,^'f 1^ <;orvii." as 

AVc would take osccpflon with the contonfion that sdiodU s Iso f^^^'l'^ 
Ic^iL slVouUl, ,.ot .receive the cost allowm.co. The ^^^^"^^^^ 
institutions ire alreadv Ik; ni: amply rewanled falls to lecoi-'inxc iiwi 
fiehoo Is a^^^^ ^miS lenders because of the llimndal l.ei.ellUs of the pro^-rani. 
\St " Uh^^^^^^^ schools ara serving as lenders l.m.nse the aya.l- 

the stndents. When thceosts of operatn.g as "/V' "^'"^ ''f^.,,^,""'^" V^^^^^^^^ 
schools are making a' linnncial .sncriUce to participate. Attached, is " i)ou 
of t o c»^t of tlio guaranteed loan airogiain to a large commercial k'lider. . 
U a fm: ^elal ins Un^n siH..efncaUy .lesig.K .l, to lend nioiiey cannot bioak eve , 
i^^lIl!^iirograiH?.it s^^^^^^ that nn educational institut.ou will- be in 

"'^;:e:^SS'h^vvS =V maximum nllowancc per institution, as.ls 
tilf^fav be fig^ eolpTge-haSed^ piogrnins, miglit Ik; n s.nind m- 

ffil^i..to I^^W. Certainly tl«e c..st.. of adnii.iistratioii Iieconie pn.portion- 
fifelT less a*; the niiiiil'ers of a{iplii.ations processed lieeomes hirger. _ 

rL l^T -e^^iiUV respond to the assert i.ni that the i«'>i 't«'t ;m should be 
wi 1 n'A ) .wir the cost of administration becaus,. the sehool-ft th.- beiielieia • 
^ 1 : et l^^i s a result ot th.! revoiiiies sonoiated No roa.onal.l^pe^^^ 
^V<1u<d (lisngree that adeduate' support of the linaneia «id othce Shoyld he 
<^^^o 4 nl^^^^^ finds. JiiiE wh.;re are tlu-.^O fn..d.< t., come from 

oilu-r' mil i^ 

ihe co^tl fMh'>rei.t In -federal program procedures, %vhich are anytlimg but 

.'^^S^^^r^^^^'i^^'^ Special Srd.comniittee to proceed ^vit.■ 
the -ioils^iierhtion of U}1 (iS. hopefully leportiag ". out of the ^ "^''^f " , « 
as soon as pos-siblo. Many institutions niu m urgent need, of ; "ic 

c!ost"ilI(.wn. CO is-to 1)0 forthcmiing so that ade.,uate start can he obtained to 
i'roa.-ls tl.e nioiiiitiiig workload of guai'antecd loairapplua loii.s. 

\Vu w'm^^^^^^ ^^'«U with the Subconni.ittce to develop more fully 

spiiie'ot tlie relinenients suggested herein. 

. Sincerely, ■ ^^j^-^ RuNicr. Iv. Knw.vnns. 

■ " ■ * SYII.VCUSK I'.NlVl^SITY, 

t Syi-uciiU; IV.l'., Mc'J !f, J^^'^- 

Uicn.\i:D ToSiiiAVOif. 
/;jr«,<:i(/ii;<' j?mf.'«;i/, iV.lS/M.l, <• 

•It Svrieiise l-niversi+^ applied for educational loans under eithei 0.ii.i..i . 
or K I S 1 that nearly -ir. percent of the loan appl.eant.s for 

iy^I ave not .reviou;iy .siibmiff.-d rnmneial stateme^.ts for e.-asidonm rn 
fo .ddithmal; ai,l tlirongli our regular aid Vro^'V^-Oms^^ny toMmndle 
the added, number of- Jinaiidal statements, w- hjivo liad to add Uno new 
iieoplo to our i.rofe.ssional Staff, and tivo new .>;eeretarie.s. • 

In developing a formula for an administrative lejmbur.^emcnt to In.stdii- 
,tIous .r -for ihat the emphasis he plac.i on volnn.c of appheatio.i:?, proee.sse.t 
,s olii'os^^^ "f «i>an«"teed loa«s ncoii.meuded or aetnall.v a.pproved 

K rSe's as uincli effort on our art to derive a zero reconiniendat.on as it 
iUii.s <') dt ;t:rniine all applic:int's need for. ?L',;iO(). r _ . 

• sioi d iS out! also that it is our de-cisi..n to_ fallow the' income tax 
mctl . f determining need f.,r all stnch-nl^ ..V^viiig for a gnarantt-ed lo^ 
ml V Ti ls mc'iin.s. we have to hand cmnpute e:y li s n den U need, or lack 
toeof et believe we can process apidieatioiis in tin,; , manner falter 

Mn f st.idonts Hied either of the CSS or ACT NNitli the approprmte agency. 
" hie ttt this infon^ .v" yon review with Congress 

, the bnrdoj. of the new G.b.Ul'. regulations upon institutions. 

^Sincerely, • ^ j,,,,^, - ^ 

* • j)ii,cclor 'of VinancUtl Atd. 
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' Nuoaba: Univcrbitt, 
yiagrara University, N.Y., May 15, 197S. . 
Mb. 'Bichahd ^Tombattoh, ! * 

J^xccutive Secretary, \ 

Wajthington, B.C. ' " 

Deax M^fe. Tombauoh: This infonnation is offered per your request at the 
KASFAA meeting: In checking our applleatioris for federally guaranteed loans 
for 1972-T3 we found that 25% . (or slightly over 200) of the loan applications 
had never had need analysis done, therefore, for the 1073-74 school year we 
. would estimate that we will be doing 250 additional need analyjses, 

Also; should the proposal for NYHEAC be passed, the Financial Aid Ofl3ce 
will be required to inform ^aranteed loan borrowers of their obligations, 
b^th at the time the loan.is approved through us and also at the time the 
fttudent leaves school; ^ ^ ^ 

If you should need additional information, please do not hesi,tate to con- 
tact me. * „ ' ' ^'t^^^ 
Sincerely yours, . *-7>^ 

Rev. Joseph G. Dunne, CM-., 

Executive Vice Preiideht, 
^ Chairmar^ Committee on Financial Aidi 



* WiDENEB College, . 

Cheater, Pa., May 11,; 

,MB. KICHABD Jj, iTOMBAUQII, ^ 

Director of ^Financial Aid, , , . 

Gebrff^^Waahihfftqn- University, 

Washington, D.O. ^ ' 

DEAtf*MR. ToMBAUOi^ : Kespohdlng to your request at BASFAA for GLI\da^ 

Widener College offers the following; ' _ 
Total number of students having guaranteed loans 1972-73, 248; Number 

otstmlents having GI/P but no other aid; 133; Percent whQ In 1973;74 would 

reaulrG a; separate need calculation, 54%- 
ndp^ this is useful. 

Sincerely, ' 

f Lewis I. Shipman, 

( Financial Aid Officer. 

Ball State University, 
Miincic, Ind,, April 26, 1973. 

Mr. RicnAno Ti. ToMBAUOH, 
Executive Secretary, ^ ^ 
yASPA^A Central Ojjict and Placement, 
JVashingtpn, D.C. , 

Bear Dick: Please forgive my delay in sending you the iiniwrtant infornia- 
tioii 'you :re<jueste(l during our decent I.S.P.A.A. retreat. 

JJaJjeU upon -"a sample population of 25%, ivc processed 2,922 loan appHcUT 
tions to cover the period September 1072 through June 1973. Of the total, 
7S9 students also applied for financial aid through, Ball St^ite University. 
Tiiis repre.sents 27% of the. totnl. Therefore, 2,133 students or 73% applied for 
a G ua ra ii teed I/oan only, tiiu^ req ui f ing a separa te needs au alysls to complete 
t:m Ot3 Form 3200:^ Tliis creates a separate procedure, and involves a large 
niiiount of time. Also, ba^ed ui)bn our experience' under tlie hew regiilations 
since' ^larch 1, well over C0% of the -students . for whom we process a loan 
appUcaUon return to discuss ho^ we arrived at the recommended figur^ 
Again, this takes time and time is money. , ' 
. Tliere is no question in my mind tlmt an administrative expense allowance 
for Guaranteed JiOans is warranted. I hope the above information will help 
substantiate our position. 
Sincerely,. 

j John H. Starnes, 

- . . ^ Assistant Direetor,^ 

« ^ " * Student Financial ^Aids,^ 
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DREXEL tlNIVERSITT, 

PhilddelpMa, Pa„ jl/ai/ 11/1973: 



;MB; RiCHARO TOMBAUOH, 

A$si$tant Director Financial Ma, 
George Washington University t 

. Students wltb Totll P^^^^ 

Sincerely yonrs, -^uv. S.'^Fbeeman, 

/ . , ' ^ wiMt. pir,f.Ftn;Md. 

^"■""^ Union CoLiKoV . ^ 

Schc«eceadv,,2^.yM^<?J' -i^t ^^^^^^ 

JlB. RICHABD TOMBAUOH, ^ 

f;Jecu^ii?e Secretari/, ySSFAAt 

,I.onn andnvere not receiving "nj o"'" fnfflrundefKmduate enrollment, 
figure of >400 represents « <l«arter ot oar totaUundere^^^ 

• "Unfortunately, most of o«r 7^™^^^^^^ 

:Brnm is through.the ninils. ^ °"lecO^^^^^^ Wes a real burden 

mnilihKs froni our office to^ he students^dlrecu^^^^ 

on our staft, -time, »^«."'°e :COSts. tl.e ^ln t^^^ n^^^^^^ 
m my office stationary and stamp , budget, jet^^^^^^ 

OurrBusiness Office comes ^ ;:^j^,,"„_«/V,\*i„"/^a^ -most bonservative, 

iosts a8 n-:'lirectre.sult of.tbe^GLP^^^^^^^^^ 

6bbdlnckl , 

^Most; sincerely, ^ josEi»n T. ^Iauas, 

Director of Financial Md. 

~ INDIANA State U-niveusity, 

a^crrc Jfautc, Ind., April 20, J 97 3. 

Mn. KiCilAKD li. TOMUAUGII, 

hced\flnaly8l9 must, be done TMs^^^^ created many problems. 

lion ifefor^w" can gven begin- completion, of the < application. 

Very truly yours, Mark H. Wii.uamb/ , 

- . '. ,q R Qpirector, Student. FinmciayM^^ 
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^ ~ ' PURDUK UNIVKRSITV, 

West. fAifayctto, I ml, April 20, mS. 

Mr. UrciiAUD Ti. To.Miuvcn. 
A Hsoviatc Director of Finundul vlu/, 
The George ^VuxhlUuton University, 
M^ihshiufjto)!, D.a. 

IniAii Dick: At the recent ISFAA lut^rtiiig, you ivqucstcil iiiforiiijitufii on 
the luiiiibci' oC stmleiits wliu jjre roceninj: both FliSlvOL aiHl nul from the 
iii.stitution. Ill iioiiij: a <iiiick rahdum check of btudeiits rtfuriving aid on the 
J-afjiyetto CuMMnis.at IMuduc LiinerMt.\, \\u found that 20 out of IDG are rc- 
ceivhii; aid from both the histitution and from the FlSl.,GLl*. In addition, 
;IU other:> were rccw\injr a.sslhtancc fiuni tlie St.ito J:y:hidarslnp IMogram. 

From the aliovo, it is o!)Vious that apliroxinmtcl.x \){}^a oi tlie Federally 
Tn^jiireil/Ouarantecd I-uan apl'iicantb are retiuesttn^ ai>.sislance from that 
lu*oj:raih only. Tltu.s. >inee these are aiipruNiniatel^ -IKm students at l*urdue 
npPlviji^r for tlitijc fund;:?, we will now be reiiitired to du iieeib ttnaL\.M& fur aij- 
proxiiiuitoly iiOOO niore students. 

infofinatiuu i> u£ help to yuu and. that all Js going well iu 
AYaisliinjxton. \ 
-Sincerely, 

* DoxAi,!) llor.ix, 

Director^ Division of iHnunciui Aids: 



Tayi.ok UNivnusiTv. 
* * - \ VpUtnd, Ind., April iO, J97S: 

V^rcmtive Secret nni. 

yatioual As^ooiution of l:^tu(hnt Fimnwiul Aid Administrators, 

WasHlna^otif D.O. ' , ' 

l)r\K J)uk: It wah niu* to mv you back in Iiuliaini ai^ain for onr 7SFAA 
mcetmjr. 1 appreciated >our eomments un the W.uhiUiitoii. .'ictiie and thoUi;)it 
they \yere very timely. 

you iK^keil its to .send jou information concernim* the *nundH*r of .student.*? 
who apidk'd for ISFL for wlh*ni we akso did a need anal\ bib for the college 
hased I^^o^^^alU^^. Fof thU uirr^^at jrar we have pn»ee:>>e<r :itM ISFL appliea- 
tions. Of these. onl> JJS reeeived fnad* from- the otlu r ftdt*ral i>i<^^:rams. 

1 trii.'rt thiis Uifoiiu»tlit>n lb Ubtful a.^ joa bptak with tue Coiigre.sbional Com- 
mittee dealiri;,' with. IIKOS. 
Sincerely, 

.T. f>. FiUTZScnn. 
Director of I^indncial Aid. 



CAniroiiNUA Statu T"ni\xusity, San .To.'^k. 

isan Jose, Calif. , June 22, 

Mil. Cakl Pi;rkix.s, * 

I'hahnitou Commit tve on Kd neat ion and Labor, , 
Jiaphurh nojii<e Office Jiuildinfj, 
a shin (/ton, f>X\ 

1)ka5{ Mu. IM.uKiN.s: I am writhij; in support of youv n^mut anundment, 
If.ll. t;:?. which woul<l pio,\i<h' a 3//c Admiu.strathe aUoAanee to edneational 
in.slihii ion.s for the Loii.sUlerable tluie and paper v\otk inu>Ued in. properly 
adniinii^terin^ the Federally insprcd Stu(k*nt Xoah iMojjram. 

Aij-the A,s--ociate DireUtn' of Kihantial -\idj> .it 6i»** of tin. htrge^t educational 
intjtihu ion^ in CaUfornia, and as the :purM>n direetl.x rt.NptMj.sibki ftir adntini.v 
terinj; the .x:ni\er.^it\ 'b Federal Tn^uriMl Student J.t^in Frojirahi, J would like 
to cnunicrate froiii our ollUe'.s »»wn e.xperiwiee tl»e thoe and tob> invo!\cMl in 
attempting to adequately administer thib proi^ram. 

J. ^Izo ^ , 

in a recent letter fnau AVilIiani M. Simmoiis, .Tr., Di rector of the Division 
0* Insjiind Lojfns, vve reteixed, Iir.W 'b olhtial t.ill\ of our loan acti\ity focp 
Fiistal ^Tearis 1070, 11)71. and 11172 (eop> attailieil), Uur ov\n unofht ial record 
oC this \ear*b activity wonhPmirror tlie aUiountb of fiseal je.nr 1072. 
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According to thcso ngurcs. we arc avcraRing 2.300 Moans por robr aml ^ft 

0,"S^^^^^^^ iVdealing Witl. ni.i.roxin.atcly 3.O0O students 

per year wlio arc seriously applying tor tins loan. 

~" Prior to Mrtroli J, 3073. onr oinee .spent a eoi)si(!erhI)lc anionnt -ot time in 
m.al^K appl ea ions .■.vailal.le, conu-leting OK form ^ 

u^^clions. logging arm posting.eliecl; >x>eelpt.s. niailnig. pl.onn.g. etc. llo^ 'S tl>e 
S "^son Sf Angnst tln ongl. Novcmher. we l.ire.l at oi.r own expense an 
aUditimml Clerk t^ on -tl.i:? . program fnll-timc. AVitli ti.e new reg.Uat.ons 
of Ali^a. 1 1073 we Src uonV re„uire(l to do all of tlic almvc pins eoniplete :i 
^«n,k.nmni\l amilication OK 1200. in>ost cases personally in erv.ew ti.e 
Sentl co ni lete a ne^ nnalv.sis. Uoep accurate and current flies on each 
fSuni ^rS^ at .nol-e lengti. ti.c new regniatious (ospoe.aily 

vliere in urVsri^^^^^^^ are Peing waived), and counanuicatc Nviti. ti.e i.auks 
- , c4. iSrc.,^ Ti.e Sti.dent Fi..a..ciai Statement ti.at we »ow^rcau.rc 

1 1 co" to tl.e " t.. ie..t,) does ..ot app.eciai.iy iessei. ti.e additio..ai t....c . - 
volved since;, we .....St ...akc a..d doc.u..c.it i..divid..al- j.ulg.nc.ts n. u.a.i.N 

"'onroliice' i.as j..st co...i.ietc(Va T>-ork Load- S..vvcy o.. ail p..r Fi.ii.ucial 
Aid Pro" amf Oi^^ ti.e seclion ti.at ,pertaii.s to. ti.e FISI. -I'rog.-am (copy at- 
bc .edW^it inciicate.s ti.at wc expcd 3.115 clerical ...a..-i.o..rs per year. Tins 
f t^^e en iva fut of 1.5 position.s on a fnii-time Lasis (8 l'«»'V«/<'''-r/ 
M 'rm i\ws^not. include ti.e fi.i.e of ti.e professional shiff wi..el. ..sas 
oatimated at a niu.i.au.n of .1,230 inan.i.o..rs per year. 

' state staffing fo.m..ia is currently i.ased on f..ii-tu..e e.u-oil.iicnt It 
doefiiot . wa^s=^n^^^^^ ti.e iYct..nl wor5c load of a..y iwrtlcu ar a.v.sioi!. It is 

b Ion. fVr. t .lgrowi..g co..ccrn witl.-st..dc«'t jiun.TciuI' aid in generaV.ti.at^thc 
y ,m4 rAi.i Offices sHo..i,i he a,ic.p,ately staff^ i.^:prol.or t.ou tlv ^c^l 
^vorT; loi.d. Our prese.it staimig is hareiy a(ioq..ate U|.co po «iili i.e-dcftiaucs 
aiid co...pio\-itieS of o..r .cguiar Federal. State. ....d^iocal- program. 

"n a tio."^^^ ucces.sity to Idre additional elcricni help at t.nics, it Is 
evUkmt f'rbn. t .e ^bove statistics that we>despe.-ately need ti.e funds to lujc 
at ea4 l.c\^^ivalcut of m.e f..ii.tiinc clerical and profess o..a pcrsp.. for 
tlic ei ti." vear -There a.e also the i.idde.. exposes of attc..d...g res.p..al 
l' ISlV ."eti ug^ iiag dista..cc^l^ calls to Kcgio.ml Prograp.- Officers, calls to 

hV<,^•T« 11^1 ii^e^ S..C1. as foldcs. .aaster cards,, files, etc.. for- each appi.ca..t. 
' -^Vl^U esti.Vmrwo"^^^ least. ?20,000 per year ad- 

,minislcri..g?tl,is j.rog.a.u i.. tcrn.s of ti...c a.id hidden costs. 

Conclusion • , . , ' „.,ti,. 

1 iiiLve attached a. copv ot the VISU application which we are curre. tiy 
,,<< n' mnie I'e new regulatio..s. 1 am i.e.^so.,aiiy Lleascd. with l>e j 
"ln".rKe". "5..t I wish to strongly s..pp'ort yo.li- a.uend..,cnt We s..'.Iiiy_ cannot 
« «tni . n I i-'i. level of service ... tl.l.s prog.an. witho..t additioimi help. Itr is 
-cvhIenlu.atto' e a..d .nor sf.dc.ts will he depcdent on the FISI. I'.ogra.n. 
We l.ave already reached- ti.e breaking- poi..t i.. svm. t..nc and cost. 
, Si..ccrcl£-yo..rs, Kic.^nri C. I'fafp, 

Assooiate Director, Finonciul Aids, 

Kncios.ires. 

SAN JOSE STATE COllEGE 



Amount Number of losns Avcrsje amount 

.-nsMlVMC $2,546,098 2,474 $1;029 

1972......— »• 2 641 626 2.539 1.040 

jwo:;;.:::::::::::":::.'. 
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CAUF0RN1A STATE UNIVERSITY AND COLLEGES. STAFFING WORKLOAD SURVEY. FiNAftCIAL AIDS 



B. FlSLappjiutions 



Level of 
perscnnel 



Averaee 
length In 
minutes 



Total 
number of 
students 
per year 



Times per- 
St u dent - 



Total 

" minutes. 
(BxCxD) 



8. 

> 9. 

10. 

11. 

-12. 
13. 



Receive, sort, date stamp, and check applica- 
tions for vital information. 
Check all applications for existing files... 
For thos* applications with existing. Fdes. pull 

files and update. . " 

Update master record file and appropnately 

label current file. 
For those with no existing files, type a new label 

and file, designate as current. Type master 

card. . 

Venfy admissions status 

Review all applications and sort by category for 

obtaining necessary support documents. i.e.. 

ftnancial aid transcript for transfer applicants. 

Aoplicationfor self-support status. PCS, 1O40. 

FFS.etc. / 
Pull incofnplete applications and return to ap- 
. plica nls requesting missing information. 
Requesting by mail support documents in:? 

above.- . . . 

Receipt of same, date stamping, filing in current 

folder for additional review. 
Pull all completed applications and forward to 

^ appropriate staff forr need 'analysis review. 
Completo ©£1154 and l260:...,„:.^-.„.... 
Notarize formsr for applicants. I.e;. affidavit of 

educational purpose. ' other documents as 

necessary. ^* - ^ 
Olstrib u to completed- FISL application to- ap- 
plicant,^ either by mail or in person. 
Receipt and acknowiedge checks and posl to 

master records... 

Enrollment status report; 

File maintenance...... ^. 

Olher_..-.U.- .* - 

Returning unclaimed cjiecks 



CAIIA 

CA M A 
CA II A 

CA II A 

CAIIA 



CA II A 
CA II A 



CA II A 
CA II A 
CA HA 
CAIIA 



CAIIA 
CAII A 



CAIIA 

CAIIA 

CA II A: 
. CA II A 



5- 
8 

r 3 

15 
3 



3.000 

3.000 
1,500 

1,500 

1.500 



- 500 
3.000 



CAIIA 



9.000 

9.000 
10.500 

9,000 

12,000 



500 
6.000 



Total.. 



800 


I 


8.000 


800 


1 


4,0p0: 


800 


I 


6.400 


3,000 


I 


9.000 


3.000 
2.500 


I 
I 


45,d00 
7.500 


3.000 




6.0(K) 


2.500 


^ r 


20.000 


9.0CO 
3.000 


I. 
I 


18.000 
6,000 






186,900 



Poslcd.-^^..- tagc.^ j.--.^/...-.-..- 

Date Initials 
CAnFORNIA. STATU} UNIVERSITY . 

SAN JOSE. V 

OFFICE OF FINANCIAL AIDS 

^.^ ASB § ..-^--TJnits 

"*''£asl namo- ^ First <Duilng jxjrlodofald) 

' ' * 'Addriss" ^Clly StAid ZIV cod" "slwiarSecurity No." T'crophono No. 

In order to process > our federally iuj?urcd loan application, the fo!Io^ying in- 
formation is required: 

Student status: Jlalf-timei^ iuIUime..^ 

If- undergraduate: Anticipated date of griiduation from coUege Month Year - 

If graduate: Anticipated date of completion uf gradtiatc work Month--«- Year.. 

-Academidycar.Mst — — Snd 3rd-— -Uh oth Grad 

iiurihg period ot aid. , « t -vt 

-Presentlv^ attohdiug California State University,. San, Jose oTes.-.-- jNg.-.. 

T-ftiisfcr Student .(application cannot be completed until' you notify 

Financial Aids Office of j-our acceptance to Calif. Statp 
- ' Univ., Saa Jose). 

Before completing the proper forms, you must contact the local lending agency 
of vour choice. Be sure you discus^ with the Bank Loan Officer their lending 
poficio^: luaii maxiinuni, penod of loan (academic year, semester, summer) age 
Innitatious, Freshman cligibilitv, minimuih units required, etc. 

Name of bank..-.,-^ -Person contracted. -----Phone (bank) — 

Period of loan ----- to .-.-/ ~ 

month year. iiionih year 



00 



-When check is picked up at fnumehU aids office, please sign below: 

Ecccived Federally Insured Loan Check for 5> on — g---' •Mamoofbank 

Application picked up/rcccived-.-.-r llll"lll""-l-------'r-- 

(Rov/5/73jav) -■"""swdm's'sTg'immro 

. EESEiuixY -IssuKFJ) Student Loan PuooBAM 

DEAK-STUDENx: Thc^ application ^^f^^^^^ ^ 

SS^ri^'S-2/^c-K^ aurin« the 

loan-period. ^^.^^ ^^^^^-^ 

Any -student desiring to- pursue a.post-secondary education Is eligible to- 

"''nt'ba??Jing the required number of, Tinlts as determined by the 
^1Srs"fe»Sl^'S!^^^^ united States- or is in the United 

^^Z^^JZ^''^^ regulations may vary .lependlng^on the 
.policies be the lending institutions.) 

KEPAYMENT 

annual repayment Is .?3C0. -The loan^ay "^^^ ^ ig „ n,cmber oi: the 
years. Repayinent ^-ill be 'Jf, «"S^p'^^"'- «"y P"''''^ 

I.OA^• AI'PLICATION rUOCEDURES ^ 

« «.»t «». ^^^^ rSpioKS. « . 

l„Mtt..tli.» will not S";' "21„'1i;r?to^^^^ Offltc. U tlic StudonC, 
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rovie\v for eomplctcnpys and n^cnrhcy. At this point, the lender wxW 
^ ACCEPT or DECf-IXK the i>tndcntV< :iiJi)]iej:tion. We wish toa)ahit out that the 
leader is not required to nccept this nppIicMtion if it ehooSes to deeline it Tlie 
student slio«hri).cy:i ware :niul-koe|r in nd tlie lender is nnder no regu- 

lation that syyjss^t mu.st accept this nppliention. It i.s reconunended that the 
'{itudenrs attitude ho ^)ue of ncetl ratlier than demand. 

After V<mr loan has Jjeen acreptecl hy the lending institution, they \vill forr 
ward It to- the Federal Government for aihiroval, Following, t Ids, the .lender 
will make out the loan eheek and. forward it to the school for dishursement. 
You i$hould contact the Financial Aids OiHcc to ascertain If your loan cheek 
has heen received. Ul>^n presentation of your Student Body Card to the 
Financial Aids Ollice,_you may ohtain 5-our check. This could take a nuuiher 
of weeks. Do notcxpect this loaiiJo be completed liii a few: days. ^ 

Tlie Oflice of Edncation^ charjres t]ic lender an .in.su ranee prendum of one- 
fourth of one percent i«»r year on the amount dishursed for the teini of the 
in-sehool ,nolc. Tlie lender luny collect the prendum froin the borrower or 
deduct it froui-the proceeds of the loan. 

Sincerely youi-&%. . 

DON'AI.D U. Hyan', 
DifQctor^ l^imncUil Aids. 

Office op Fixaxcial Aios— Api-ucatiox Ixstkuctioxs foh Feueually 

IXSdUEU BaXK I.OAX * 

1. Yon must complete: - 

(a) Student l-lmiwint Stntcment i.97.?y7.}— This form is not necessary if we 
already have a Parents' Confidential Statement or Students Financial State- 
inent iJ)73774^ f ronryou on tile. 

(b) Btudcut AppUvdtion for Federally Imtircd Loan — (Parts A ahd B onlv) 
^OK Form 115 i. \ 

■ _ (e) Student Loan Apidication SHp/^/cmca/— (Part A oulv— 3 copies) OK 
Form 12(J0: • : 

2. Send tlie SFf5 to tlic College ?eholarsljlp Service in Berkeley with the 
$3.i;p fee. Bring tlie completed <j,E Form JJ-Hand 1200 to oiir otlice. It will 
t/dce HSifroni-.l to 7 days to i^roeess the forms after wc ha\e recci\-td-thc SFS 
results froia JK^-keley. 

3. Be Siu-e yon exploin in the Student Financial Statt»ment any unusnnU 
financial oireumstance^- In j^onte cabei> a i»eri>oual i!dcr\ iew .may be ucecbsary 
to determine your eligibility. 

LOAN LENDING AfiEHQIES 

Agency AtWress Contact person Jelcphone.fio. 

Bink of Angelica. 2d and SanCzrloS-.. Mf$.-M. Piatt, ^^fs. Dee Jackson. ... 277-7267 

Bjnk of Ciljfornu,,.^.. do. . , - Mr. Jesse Fair. Mjs; Susan Gfcason 297-5250 

Crocker NalJonal..... 101 Santa Clara- , Mrs. Edna Marty. 293-2525 

Fust Hstion3l_,..„-,_„ ^ Ist and Santa Clara Mr, Terry /Jau field... ^ , 294-4024 

"Gfcat Western Savings.^...- — 111 No Market -..^^ Mr.Larry DoJson 248-S200, 

Security Pacific 6$ W.Santa Cfara.^, M/s. Gwen Ddly . . 2S6^55C0 

t United California Bank,,^..,,., 226So. IstSt Mr. George DeBok..--„_. . , 297-2576 

Wells Fargo....'.....,-. 121 So. ^larket-,^ Anyone..,....., 277-617C 



» 15ufon> coiiipletPi^r the prop<*r forms you must Contact the local lernUnfr apency of 
yoiir- choice. -Bfxuro^voti (li>cii>i^ vilth tlie nank l.tuxn OiSicor ttieir lending inillcles. Loim 
maxiniuni, .period. of . mn- (academic year, fccnichlcr, ^u^laier>, iifc'e limitations, Freslmuin 
eliKlhility, mlnlnniuiE nuitri required, etc. 
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HIGHER EDUCATION LOAN PROGRAMS 



THtTRSDAY, JTJI.Y 28, 1073 



House OF Representatives, 
Special Subcommittee ON Educatiok, 

• . OPTHEG0kMmTKOKEDUC.VTIO.N^^^^^ 

Thc.subcommit.tec met ai 9:30 ji m,, P"^^'""*^ SnlS^'o' O'Ham 
2218, Rayburn House Office Building, Hon. James b. U nara 
fchftiniinu of tlic siibcoiiimittee) pie^cliiig. * vionhoi n 

l?e«!iit:=Rci)ieseutut.ives OMum^^ 

""Siff 'mp'fVaici^ i)io«en .Tim Harrison, stalT director; Ai rrahklin, 

'"5£'srS^Subcom„nttceoi,Ea«cation_^^^^ 
examine tlic . problems which arc reported to exist ^MtU respcci, 
tiie guuninteed-stiulent loan projrram ,1079 H,c Confess 

Last \par in the Education; Amendments of °W,Apr 
so igltrLkc guaranteed subsidiml o»"?,.^J="'';blc_ to ^ucle. 
.snecthiin ot the public by extending eligibility . f f'\, 
■ jjcrsoiis with liicomes over $15,000 and by raising the loan ccilm.. 

At the-same time language was 'Hloptcd ^vhiclj was ^ 
pi-cve-ut alleged, abuses, siicli. as tl>«- "Sn 
vho did not^n fact need such moiiey for "X c„untrv seem 

Reportr, we haye been, getting from ^l>>o%t°".^ '^E'^-'^.^S^^ 
to suggest tl>at. the effoits of last suiuincr ha e > ° ^j^^ £ 

succe^ful At any event the iiuinlxir aiTd dollar els o 
Srseoin to be 'seriously declining and ^^f^^'f^'Soo^ 
the regulations issued pursuant thereto 01 

aiid:lendei-s to those amendments and ifguhitions aie njuousij neu 

Qi, J this^ibcoriimittec has.vint a^team. oVV:.^'"rtith Tende.S 
the fieUV to visit seven regional ofliccs and to talk w it 1 'e"a«'^^ 

t^l nt aid officers and stltte guarantee ° 
«coi)e of the problem and »o report back on their niu ings. 

Tm HafriLn and Al FranWm of the ^ndrin^^^ 
Gaul and Bill Cable of the fu 1 1 fcanstStv \tlaS 

^ amUGhris Gross of the miuonty staff went to Kansas CitJ, Anam a. 
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Dallas^ San Francisco, Seattle, Boston, and New York to conduct 
these discussions. / . * * 

' We. will begin this morning's proceedings by having the staff 

S resent their report and briefly answer questions on the facts they 
iscovered; " 
Let-me make one procedural request of the members of the Sub- 
committee at this point. The staff was strictly enjoined to find, facts 
and to leave the making of legislative wcommendatiqriis. where it 
must stay, with the piiblic and with the members. 

To avoid putting'the staff in an embarrassing position, I would 
appreciate it— and^I know they would— if we could confine our nues- 
tioning of them io 'what they learned, and not what they believe 
ought to be done. I arn sure that the staff will be giving us indi^ 
vidual advice and counsel on what they believe ought to be done in 
the appropriate way and at the api)rppriatc time. 

Followmg the staff report I will ask the several witnesses who 
have come to testify today to file their individual, statements and to 
take places together at the witness table so that we. can have a 
general discussion of the problem, of their analyses of tjie caus^, 
arid tlieir recommendations for cures. , * ; . 

Finally let me say that although the House goes into session at 
10,J; do not plan, absent objection, to adjourn this sitting at that 
time. The House rules permit us to ciohtinue to take testimony until 
the House gets into tne nliase where it is reading the biU^ for 
ameridinents. Arid^that will be quite a ways off. 
If :we Imve a quorum call we can cope with it at the time it occurs. 
We now would like to asfc the staff to advise^tlie members of the 
Subcommittee what they found with respect to*^the guaranteed stu- 
dent loan program^ the number of loans, the dollar amounts, and 
some of the. other information they gleaned in tlieir investigation. 

Mr.^HAimisox. Pursuant to the instructions of the chairinaiKof the 
subcommittee,. the cliairman. of : the full committee, and the ranking 
minority meinber. otthe iulhcoinmittce, several moinbors of the staff 
visited seven regional offices of the Office of Kduttition dunn«: the 
period July 10-23j to Inquire into reports of problems with tlie Guar- 
anteedTvoan program. 
The startVineinhci-s traxoling and their itincrnn' was as follows: 
h'ama^ CHy. Mo., Jvly JG.~\. C. Franklin, Snl)coininittcc Coun- 
sel; William it. Cable, Full Committee Coiinsel 5 Christopher Cross, 
Jlinoritv T>?gislative Associate. - , * 

Atl<n\ta,.Ga.. Jnhj 77;— Fniriklin and Cable. 

-J)it1hu% T(OK. July IS.—Xm Harrison. Subcoininittee Stuff Diree- 
tor;;:Kol)ei t Andringa, Minority Staff Director. 
San branrJsao. Calif. ^ Je^/y 7/?.— llarrisoii, Cable, Andringa. 
Seattle, WaJih!. July 2(?.-^Andringa. 

New Yo)% N.Y., July Franklin, Cross, and William Gaul, 
'Full Gomiuittce Associate Counsel. 

itoHton^ Mass.. July 23. — Ilanison and Andringa. 

Tn all seven of these site visits, the format was siinilar. School aid 
officei-s, officials of lending institutioiLs, and oflicials of State Guarantee 
Agencies were invited to come to thercj^ional office to talk frankly with 
the.staff.menilK?rs and to answer questions and express their own con- 
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corns. No effort wiis made to summon u reprcsctitativc P'fs-scct?""'^^ 
Sfarious communitios, nor was thcrca formal ^^''^^P^J^^f'^^S. 
of the meetings. Tlic staff Ims^kept lists "'""^^f "LJ^^ 
ance, but they liave deliberately not been included m tl"S W^' ^. 
St,si i vo i.emus in attehda.ice wctp urgwl to si>e«',V/^'*"S)^ h^^ 
mther than a rep •csoutativo capacity. Jn some of t lie meetings, the 
Saffmctwt lluvschoolatidbank^^^^^^^^^ 

sepaZly. Atson.eof these nicitings, HEW ofRcials ^^.^. P-J^J^.^;* 
others, they were not. It is the inianunous observation of the st«ff that 
the siibstance of the mcetinjS* r.nd cqoFrat.ve sp.nfc.displaved were 
mncli tlio simte wliethor or not the vanoVis grmms-^vere togrt^^ 

We also believe it would be useful to sav for the record that 
the attitude of the agency officiairand th? other persons mv^^^^ 
the meetings was uniformly constructive, helpful and concerned 
primarily with gettihg at the facts. Some of the parU 
more obvionsly tiiere as advocates; than %vcre others, but at no,*™® 
did pointmaking take precedence over efforts to help us hnd tne 

^"xhe following observations are generally subscribed^to hy all the 
staff, members who part5cU>ated m these sessions. Not^a^l_of u^ 
would iubscribe^to every letter of ^yhat appears ^ this report, but^ 
none of "-IS discern major errors of reporting. . , 

The 4ff members do. not believe we we^ commissioned to^make 
recbiiiiuendations for/legislative solutions to any of the problems 
we observed, and we souglit to avoid that in this report. 

I. .SCOPK OF THK PROBliEM 

1. Before we departed Washington, all of us ^d toW that; 
the ldan volume - so far in. 1973 — t lat is, amount of momy l^^ 
ahd tlie number of borrowers having loans approved 7 ;)as^ao^ 
sufetaritially froin last year's c«rre^P<>nd'"g J^^^- ^^jV^^^^^ 
occasional lender or school felt the ^^re too VX^^^^^ 
consensus of those to whom we talked.in /'^^t.*''"* *'>^P™f^J 
was down 40, percent or more as compared ^[^j^^^^J^^^^Jf^^: 
Unusual backl^ of applications are on the desks of some ^student 
aid officers, hutrno one asserted that this accounted for the major 
part of the drop-off: The field trip confirmed that , in calender 1973 
dollar volume is generally lower, moiith-by-month, than, for any 

'^"SrirnsubSied loans'arc being made onlv i-'\':elyi .l>"t.t\»f2^^ 
inconsLstent with the general pattern of lending 'nstit>yons^ni 
earlier years. So we found evidence neither of any dropoff m un- 
siihsidizcd loans nor that unsnhsidizcd loans were taking up the 



3. ^fost k-ndcrs decline as a matter of policy to make split loans- 
a subsidized loan for the amount rccomnieiided by the institution 
and an urisubsidized loan for the rcinaiiulqr of the student s request 

4 Wliile everyone felt that the net volume of the program would 
decline this ycilr, "there was some disagreement as to the preci^ 
mathematics of the decline. Tt was widely, believed by those Jo 
whom we talked that the situation would improviT; however, the 
number of borrowers would he less than l)cforc and the amounts of 



individual subsidized loans would .be reduced. Yet statistics i>ro- 
yided'Us'by bE suggested that the average loan wais actually, going 
up^by V?e\\vd611are^^ ^ ^ 

• * * • 

^ . ir. -EFFECT OF THE DECLINE 

1. In each of the meetings^ tjfie participants were asked if this 
year's declineirepfesefited an actual drop in the uiirnber of students 
wKofWould be. attending school or irierely a drop in:the number who 
Y'oiiid do so with the help of guaranteed loanS; Thg reaction^ 
this question were not uniform, Ih^\tlarita, DallaSj San Francisco, 
Kansas^ Gity,= and New York, aid officers felt strongly that some 
rejected borrqwers would be unable to .attend the schools they chose 
initially, but. the aid officers A^ere relnctai^t to Ass^^ 
numbers of students^ would "be put of school. In Boston,: however, 
the aid officere did assert that a "substantial" number of students, 
would {be unable to register iii the fall. All of the officers questioned 
felt that ihe_ difficulty in obtaining loans would work a hardship 
bTvmany students 

% There was a general- belief, attested to by both student aid 
officers arid lendefs^tHat the ;m reductions in p^vious loan 

levels are being felt by students whose adjusted faiuily in^^^ are 
$10,000 arid up. Althpuglvthere were horror stories told of stiidepts 
frpni fa^hilies having lesser ih*c6mes being found lacking in heed 
for any-liians, m^^^ 

, 3. While some student aid officers and most lenders admitted 
Hreir o\Vn arid complained of each other's unwillirigriess to fjxceed 
t}io recpmmenaatibns prpduced by the need -analj^is compiit^f-ero 
receiyed.by the bank from an aid.officer— they repeatedly suggested 
' tlmt the recpinrtieuded amount least likely to be-changed was pne 
asses^d by the .computer as zero, In other words, student aid officers 
pccasipnally, arid banks' very' ra^ were willing to iricrease a small 
i^conlmendatipn,. but -they were almost never willing to grant any 
loa,ii to a s.tu(je,nt^ witli a zero recommendatipn, treating' the zero 
recpriimeridation vjrt^^^^ as a barrier to a subsidized loan. 

4. Many lenders have selective policies, refusirig to lend to fresh- 
men, or to students who had np previous customer relatipriship with 
.th6 banlc. Tlic lenders did not seem inordinately distressed to. learn 
that Such policies might make therii ineligible for participation in 

- * lir., KEASO.VS 

'A. Program-related reasoris: 
1. (a) .Tim Tnost frequently and urgently stated reason for the 
.decline was the needs analysis requireineht. \*You have changed the 
program," one coujd paraphrase much of Vhat was said, "from 
loans of convenience ;to .l6an.s of necessity. It isrno longer a program: 
for riiiddle-incbmc people; It is rio\y for those who can derrionstrate 
-iieedi" • : 

(b); A frequently voiced! complaint was that the needs test 
multiplied the j[)apenyork involved and tripled application process- 
ingitime; 

. (c) By those participants who agree to a needs analysis in 
priuciple,therc was substantial criticism ofitlie existirig needs analysis 
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systems. . as- leadini: to results. which were variously d^cribed as 
rariging^frpm uiifaii- to nbsii^ ^ 




Elie needn^Iaralysisa-esultaivd^sbme^^^e^^^^^ ^'^'°J'"J 7i^v 
wiHing to^cxcecd the recomniendation of the loan officer. But they 

"Vm)*lt SSot always immediafely apparent, bjit; careful ques- 
tioning: elicited in each m'eeting a deep, underlying apprehension 
aStlhe f ate of ,v.h institi.'tioa J-hpse aid 

(4-cn patently al,siira>eeds. analysis connJutations at tl>e binds^pt 
5me.iutiire HEW 'or GAO-auditor, Audits of the recent .past, have 
left.disceniible psychic seas? oil aid ^ v.o.f;^;nnnK? 

>. Th&re- ^as^.some . aW)ivalence as to whepe the participants 
vauted the icsponsibrtity for choice actually IjKlj^ed. Some a^d 
.officois and someM>ankeiiiulicated that they felt they .were Pn^^^^ 
..fessionally coinpeteut tp make those •judgmwits '"•^J'^chU 
.wanfc Big Brother andf his auditors second-guessing them; Othere^ 
aid officers- and bankersValike-arguef that they, did nQt^n . 
know-tfieir. Clients personally and well enough to maker-the^ judg-, 
S Sie^waSed fu^er guidance Jn wriU^ fy£f;| S 
emmentr it sSemed t6 us that thoseOwho- wanted authonty Mid 
.responsibility were substantially outifambered by those who did 

bankers- who were willing to exceed tt^^i^'^lw!? c^dsf^ 
menddtion did ask access iii sonYo manner to «ic^ J 
^vailaWe to.the studenfcaid officers thrpugh ^ ^^^^s .con^^ntial 
Statement Thiy w'ert^.of cour^, whoHy respectful o^e con|,den- 
tMature.of the-PCS^.and did not expect to be shown it' ^ey 
did=tl.ink.that a syi.(ypsis of the information 't .contaiifed jrould^n- 
able tliem to maL ()ctter judgments as to tlic adequacy or. in-. , 
.adequacy^bf the aid officer's judgment. . 
'S: There was wid^pread criticism of HE\Y because of , 
(aV The:absence ofva 'program , 
b Tmidequatte-guidai^e as to ^vhat con^ttt^"adem.ate^^ 
. miitatio^V kx a recomniended increa9go^% nee^ 

^'^If AnpaivTit :uiibivalc,i<v< in QIC as to the roUit4ohship^.iH>tuTrii 
the expectH family contribution and the.guaranteed loaji^itse'^^^ 
(dV Whiii some viewed', rather convincingly, as the fallout froni 
an^ interhai;^Wggle within #e Office of Education betNVf n thge 
who .wantcdu.the guaranteed loan program to strictly needs 
- oriented ind, those .who thqhg?>t of it liberalized ve^ipn of^ 
what had . begim as .the "middleiincome familv's student aid. 

6 -.It was. repeit^dly asserted ^hat OE had tlepartea frpm^cpn- 
OTCssionah intent.. Kloor domments. about the "presumption .of nml 
■ S peLns With income of under $L5,0()0. were cited, and^ 
citing them felt that the pro-ram as admmistered--<)r T^W^tne 
statute as wfitten~had n\)t reflectea that kind of assuinptioiT. 
■ .T.,.pE's delay.; in annoiincing the latest special ^allowance was 
citwljCpnce or twice.. I 
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8. Tho great delay In announcing tlie 1973 allocations ahd.gnide- 
lihes for other student aid programs was cited repeatedly' as addinjr 
to the. slowness and possibly to the decline in loan applications and 
apprdyals. c * 

B. Noh-program-related reasons: 

i. A general decline in. the number of loan applications was- 
cited by several, but not all, aid officers; 

^^2. In one meeting, at least, the commercial bankers affirmed that 
th^ fact that, notwithstanding the special allowance, they couldrmake 
more money in other areas tended to discourage them from active 
participation in this program^ven it were further sweetened. 
Irt-the same meeting, in fact, the commercial bankers participating 
were iinahimbus that they lost money oh the program. Some assert^ 
they were in it^ only for reasofis of community service or to create 
goodwill. One t)(inker used the phra&e ^*to recruit customers," The 

. motivations of other types of; Jen ders were varied. " • 

3. Freqw&Qt staff changes at aid offices and in lending institutions, 
and tim low-pnQrity college administnitoi*s put on stafiing the aid 
offices were both nientioned as slowing down the work of these 
^offices. / 

4. A, lack .of direct contact between schools and prospective bor- 
rowers and iKitween lenders and prospective borix)wers was men- 
tiohedi ' . . 

' ^ b. With the end of the drafts with the inflation of educational 
cosb,l[ind for -other, perhaps deeper reasons, there seems to be a 
gradual lowering of the value people are putting on higher educa^ 
tibn. A parent who would use liis savings a few years ago :to send 
his child to* college,, of a 'student who would mpftgage his own 
future earnings to-enter or remain in college is not as frequently 
encouiitereclltpday.. 

* ,1V. A RECOMMENDATION^ AFFER ALL 

Having piously eschewed anyi intention or authority: to make 
recommendations at tlie beginning of this paper, the staff members 
who made these trips do have one recommendation which we believe 
siioiild be implemented whatever the legislative or administrative 
action takeiVto meet Uie existing situation^ " . 

We found in Vregion after region tluit our meetings, bringing 
Htu(KMit aid qllicinls and len togotluM' in largo nuuiboi's was an. 
innovation. For each group, the other was, prior to our ineetings.^'an 
anonymous group of shadow figures at the otheu* end of a paper 
chain or a telephone. But they/dit'Tt^e advantage of the oppor- 
tunities^to exchange views and tliey appca^^d to benefit siibstahtlally 
from meeting together. And we think the^y^liould be brought to- 
gether to discuss their common problems— ana tlie problenr of their 
mutiiahcliehts— the student and the student's familyK^ ^ 

Thatf is our report, Mr. Glv^irman, and we are reitdj;^^ to answer 
your quastiohs. \^ , ^'^^ ^ 

Mr. O'Haiia; Thank you, Mr. Harrison. I wonder if any of^he 
other staff Jiave anything thejj would lifeejo ad/l to Mr. Harrison's 
.presGhtation before the committee asks any miestions? T^et me ask 
(his. I was very interested by your observatioivJhat your visit to 
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these locations itjsnltcd in •»^"?4'.'g- S;?^, ^J,,?*:!,;? wS ' 

" m£ -VOU imd stnted that -est leaders did not jnakc tl|^ou. 
subsidized -.loans, that very few .^f "'^^^^^^ }c\v sti^deht 
the -jiinount certified on the needs »na:U'sis, * ''^"Jy 
aid- office:^ at, college used, the d.|cbt.Y,^ ^ «3 ''^J'^^^JI^h^ S 1^ 
heed- above the amount produced by. a. Simple operanon 

-'Bo"yo« think that «ny of this.has.bee>ulue to a l«f of jcno.^^^^^^ . 
on the part of any of these .wMth respect toj h.it tlie la^^ 

gntitl«ntl.eni to do and what fTio law intended thoiu to do? , 

tS^^^^^ ""clerstaiiding.of what they co^l^ 

^^°Mr.-GROss. Some of the f«ndan.cntals-of the law Vnow^lier^* 
luiown. We had one banker at one location who did "ot k"^;; Jhere 
wnqa^npci'il -iUowance and did not know that he coukl collect on it. 
i^'y^'tt^Z^c^my^ since the last change in personnel, 
lias.noebecn collecting on thc^speclal allowance. 

Aftt 0'H\RA OK. Do VOU have somethJlig, iJilJ? * s; « 

^^^C^mTi was g^^^ hiake that pon.t.. There w.is^confusion 
ate«tt?Shat t£lpecil allowance was, and ihe variations ni it. 
The bankers/were not very well informed ui certain cases. 

AirnSiSix^Th^ knew-^tlie lo^n officers. ancl tl.e banke-. boih 

ncn^v S?eEually %aV thbv could make fXTn"oTtS rtie 
oxceH«:of what the needs analysis, coniputeia told them or hat tlie 

contacts in.the Office of Education belie vccl^hat they had. 
ATr A'TTaHv Do VOU liaVe soriiethingi Bobs . . li ^ 

Mr SImioA yIs. As I recall the^Olhce of- Ed«cation4old us a 
wSatSthat,-based^on=a.s=tmpleofapp^ 
^m-ontl'itabout 16 percent w^re adjusted ^''^^.^''^ U L there'" 
On thp form 1260, wh clii I believe you have m yo\ir folders, mere 
isStiiail" r^^^^^^^ or like 16^and.iine 18. Most « , "S 
line ie would feflect.thc^figure that was produced by a computerizea 

"Sfwe^?S\ that 'many schooM 

liand; and they indicated tliat jn developing the line 16 hgure, tlicy 
. ook in?o account iinus,uaV niedical' expenses, ""'^'"P'^-Vf^?"^; "fj 
nvailability of nonliquid assets, and the other reasons winch would 
,norenormallrl)ercllected=inthe?ld^ 

So J'think:it is going to be luird for us to look only at tl c changes 
on line 18 f foil. 16 an^ cohclul that those are the only adjustments 
.fitmricial aid officei-3 are making. ,^i,r,cM hofnm 

.Mi-.- O'lriitA. Because .sometimes there was an adjustment before 

: "^l^os. Sometimes there, was an "fl^istnv^i.t before 
i'ot to 18 ri<'ht..And it is also going to be very difficult, I behove, 
■tTl^^ok aVJ.ry g^^ 16 or 10 percent, because the variance 
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j i^^irom - zey ^^ither out of fear or Jack of knowledge on the part 
J o1 a fihancilB^id d^^ who makes no changes in any appiica- 
. tion,,tb a financial aid officer who has cpncliided on his own to make 
a change in almost- every application. 

So the variance among schools is verr high. 
Mr. O'Haua. Why ? 
> , Mr. ILvRiusox. I '\vould likQ to suggest that I caifie a^vay with the 
. feeling :they were willing; to follow a formula. That formnla in one 
school might be zero change, that fbrmuhv in another school miglit 
be "Lefs add $500 on to everybody.'' What they were umyillin^ and 
< perhaps unable simply because of volume to do was to ''exercise 
jiulgmenty apnlicatioii by application. 

Some schooLs wei*e very liberal in just upping every bQ(ly's need. 
T^,"t T didif t catch^ — . . a 

Mr. O'I'LyRA- There Averen't very riiany in betweens. 
Mr.' HAu^i^ON. Kight.. 

Mr. O'Haka. In other words, a lot; of tlienr lipped nobody's and a 
few of fliem lipped nearly "all of them. - 

ifr. :llAJ{i»8pN. That seemed I o be my impression and the ^ame 
thing with the banks. The vast majority oi them upped no recQm- 
mcridation s ^ 
Mr, 0'FTau.v. They had a policy and they follpvved the policy. 
Mr. 'Harrison. Yes, it Avas a polfcy and not a question of indi- 
vidual' judgment. ^ 

Mr. Gable. A riiimber of the larger institutions indicated to nie 
that they „ would only adjust those kids who came back and com- 
plained. They rah through the process and they got a number out 
of the computer and they ftJ^ve that and they sent jt down to the 
bank and if tbe kid ;came back aM said, "Well, this is unreal, I 
can't go to school Avitlr a $207 loan this year," you know, then they 
would look at it and then they w'ould try to make a judgment. 

Mr. OTIara. While the staff changes their mind about what they 
have told us, \ve will go off and answer the mionim, arid we will 
get back here a.s quickly as we can. I dori't think any of us ought to 
hiiss this. 
[Recess.]: 

Mr. b'HARA. The subcommittee will come t^on^^ 

The subcommittee will re.siime its se.ssion, hoi)efully without in- 
terruption for another hour oir so. 
^ ' Mr. DelleubackjSlid you liave ariy questions that you would like 
to direct to the staff' about their findings? ^ 

]VIr^ Bkixkntjack, Mr; Piairman, yes,X apj)rcciate the opportunity. 
X would like to piit ;i (iouple of questions to Jim or to w'hoever 
* - might want-to speiik to them. ^ 

Fii*st,;althoiign I note in your statement that no effort was made tp. 
summon a representative cross-section of the various cpinmunitics, 
liow representative and how numerous were those intervi(yvved? 

Mr. IIarrison. The biggest group'I think was in T^ostph. We 
must have hud 'ijlor 40 people in the room. More student aid officers 
than lendei'S ajjpeared; 

The smallest 'gronp^l^^^t I nin into— arid jve didn't all go to the 
sarne places^wis in Dalh)^. We had a half a dozen student aid 
^^ofilcers and -half a dozen lenders. 

■ o . ■ • n 
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All: m= all; wcctnl iced to perhiUis 200 people. 

MrV Gaui-. X'tliQught we calculated -70 to 80. • , , i „,i 

Mr. H.«RisoN-. Of each, 70 tbSO of each,: in that neighborhood.. 
And I should add the. State guaranty agencies were, rep resented at . 
just, about-every one of the meetings. fi,..*. fUoro 

MK DKCI.F.NBACK, DUl you end up with the feeluig that there 
were any notable omissions? . i t ..^ o^rrv. 

Mr. llARKisoK. Yes. We didn't talk to credit unions and I am .sorry, 
Ave didn't. In one regiohalmeeting there were no proprietary schools 
invited and =1 regret that. . , r o ' 

7^[r. :Dki;i.knback. At all otlier .proprietary schools ^ 

Mr. .CABI.F.. Not Kansas- City pi; Atlanta. . 

Mr. IIakrison. Most of the sessions had proprietary schools. 1 hey 
were not^represented as fully as I would like to ^lax-ii secR them. 
Gthei-wise, I . think we got a good impression. We did not get a 
scientific sampling of opinion, but we got a, pretty good impressiQii. 

Mr.^GAiu.K. Mr. Dellenback? 

Mr. DEixENBAGK. Yes? '. ^ , \ ° ,.^r. . 

Mr GabLv If there was omission other tluin the proprietary 
schools and credit unions^ I .tliink representatives of .f";^ 
coi^mmiifcy colleges- would: have to have ^been somewhat ^less than 
their numbers, at least in the meetings that I was at. I w^-at Uiree 

Mr DErxENBACK. Tliose are at least three of the areas thafc might 
have been , underreprcsented: proprietary, junior, coimmmity, and 
credit unions? 

Mr. lL\iuuso.v. In terms of the numbers. . • 

Ur C-Am-E. There were some of them there in inost incetings. 

Mr. IIahuison. Their point of view was not left out. 1 here were 
articulate- spokesinen for all of those ^groups. '„ i 

Xrr. Dei/kenback. So/ar as the general reaction was concerned, (lul 
you feel. that those who participated found; them, valuable* 
^ Now, yoiu indicated ;in youV very last part of yoiu" testimo y 
under your recommendation what yon had: to f'ly "!>out bimg n" 
tliein together-more directly-do we infer from that that they foftnd 
these meetings valuable and expressed tliat? 

Mr. nAniuSo.v; So they said, yes. 

Mr! Deu.e^^^^^^^ they, make any predic- 

tions as to what was going to happen : . K ' fn 

m. IIakuison. Yes sir. Tlie predictions ranged from chaos to 
a serious probhmi. Putting itat itsmildost, all of t K.=pooi>lc ciuos ipnod 
felt thcdilliculty in obtaining loans would work n haidslup^aiKl 4 am 
t^ilking now a'bout this coming fall-on many students and tlieir 
funiilies. 

^rr. I)kiXEN-i'.A(:K. Hob? , , 

Mr. AxDuiN-ciA. If by predicting you mean will the student eiu 
up in the college of his choice in September? It is very difljcult to 
tell bccnuse the financial aid-oflicers now see only the front end of the 
inpeliue. The application takes something like (, to 8 weelcs to 
process. Aid ofliteers have not heard the results of. that process yet 
and, indeed, one of the additional problems winch T believe we 
pointed out was that in many cases the school never learns until 



ERIC 



well .into the fall semester \yhether or nof the student actually got 
the. loan Itliat the •financial nid officer recommended: 

Some lenders have procedures for hotifyihg the schools and 
' some dp not. , _ 

Mr. O'Hara. Do xye-^ know if there is a relationship— of course 
tliere is a relationship, but do we kiio\\ what the relationships arc— 
I 'think, your report suggests that a^ best yoii can tell from' your 
rough survey, the number of approved loans is down about 40 
^percent? , - 

Mr. Harrtsok. Yes, sir. 

Ml". O'Hara. Is the i}iunber of applications — that ife also. down? 

Mr. Harrisox; Yes, sir. ^ " 

Mr. O'Har.v. Does anyone know by what amount^ what percentage 
tlic hunibeivpf ^applications is down? 

Mr. ifARRisoK. Well, applications— the number of kids corning in 
to loan officers, student aid officei-s and sa^^ I get some help," 

tliat.is dowil but we don't know how much. ' 

The number of applications actually filed and sent on, the num- 
ber of people coming into the bajjks, those seemed to be down; I 
wouldn't wa'ht to quantify it, but it seemed to be down substantially, 
but nbt'by the 40 percent cited. 

Tji other words, there ijy n substantial attrition at each step ,oi the 
process and when you get to the end of the process the banker 
sa^ying *'0^^ay, we will loan it," and putting in a figure there that^ 
the student finds meaningful, .so that the student goes ahead and 
processes the loan — thnt is where you^come to the40 percent dfbpoff. 

Mr, O'IIara. Do we know- what the NDSLs and SEOGs^are 
those also down? / 

Mr. Harrtsox. Those alloca^ons were just made a few weeks ago. 
The rcgiilations haven't everugone out yet. The Congress did appro- 
priate last year's figure. / 

Mr. O'lIiVRA. Are enrollments going to be down? 

Mr. Gross. Th some causes. 

Mr, IlARRrsox. Apparently soj yes^ sir. ' 

Mr. Andrtxoa. Applications for eriroUnients are down in some 
.schools but they are .also up in some schools. As for loan applica- 
tions — in my notes I had down 10 percent in one place, 40 percent 
in another place: I believe it varies according to the inforraation 
the student lias, - 

Tn some cases the financial aid officer alerted students in advance, 
"This year tlie Jaw ha.s dmnged. You will have to fill out a GSS 
needs analysis form," and .so forth. The student might opt not to 
apply. ■ . 

In another school Avliere they didn't have that information, they 
wauld apply and then be told they had to fill out the needs analysis, 
and thera could be quite a difference because, as we learned, many 
.students in many families, when it .is put oh the line that way, just 
opt not to try for a .subsidized loan. _ ^ ' 

Afr. DKU.TiNnAGK. in the figin-es that were given, was there a. 
breakdown between the Federal in&ured program and the guaranteed 
agency? 

Mr. TIarrisox. No. 
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Mr.-DELLRNBAGK. Do you find much variation in thc tWor dia - 
you get into "a. discussion? 
"Mr; HAnmsoN; Not really, ho; _ ti „f fiwo U hnite si 

Mr. Dkllknback. I havo some >P4>^'^*'°'^">''^'^''°'°J^Sfhe 
difference between the two, that on> is considerably ^ore « an the 
Jther. I-vvondered if -your ahalysis hitd brought out any of that. 

not-wha-tsthe predictions o^fc^^e.pepp1e with who™ 
but what recommendations, if any, .they made? ^nd, a£m, ^e_ are 
distinguishing betweeii what yoji might feel ^K'^^ll-^'^^^^'^f^^ 
Ithinkithe Chair is right, we shou d stay away from thi^t for no^, 
but did- you get a .consensus of recV^mmend^tion ? Did jou^^'^ J 
recommendatTons at-the beginning (if a conference m^g^t^be different 
than the;reco.hme.ulations at the end of a^conferencc? Is U^^^^^ 
input thaVyou . can make reaching, across the breadth of these meet 

ihgs 6ft these points? i;i-o T 

Sfr. Hauuisox. Well, sir. subiect to your wishes, I ^yould like— I 
woukl like to defer even that Wejiro going ^ be talking^^^^^^^^ 
von idischarge us to the people who are liere, and I.tbinl< t ej are 
going to bc^making the sanio recoinniendations we have hoard out there 

"'"SSlkniuck. My feeling on that k this, Jim basically je 
arc not asking for staff lecommeiulations. We make that very clear 
wlJecognize'that you.liave already indicated that thjJ gro,^ 
representative on a scientific basis, these might have been some 
strengths and weaknesses and; some overrepresentations and some 
uhde?representatiohs, and I am liot saying that this is necessarily 
wrong, but I wondered wliether or not from the six of you, f pr jve 
haveftaff iin whom we have a lot of confijlence, .if you bring back a 
picture, not from those who are going to ^testify l^^ter today^but 
from those whom you talked to out there where yoa had the benefit 
of dialog before the recommendations were done? 

Mr: p%ARA. To put it this way, wliat Vvere some of the suggestions 
made to you by these people? All fight? 
Mr. Deu-knbagk. Fine. Was there anything like consensus i 
Mr. Harrisox. M.V. colleague from the minority staff has volun- 
teered to leadoff on 'that. „«^;n« 
Ml- Andrinoa. Contrary to what \ye might . have expected,_coming 
back with a uiiaiiiinous view in terms of recommendations, I see in 
my notes from 4 visits perhaps 15 siibstantive recomniendatipns that 
might be considered either by the Office of Education or by the 
(ioinmittce somewhere down the road; ^ .„ i m „ r„;r;nn« 

As an example, one of the largest lenders m ope of the regions 
dropped out of the progfaih for a few months bcca^ise liis claims 
• were not paid by the Office of Education for fvinonths No y;^*rom 
liis point of view, if yoa -could solve the problem of getting his 
chiims paid faster, he would have stayed in tlic program according 
to his te.«t,imonv. But that might not apply for a good number of 
other people, if yon. add all those kinds of recommendations ^to- 
gether many of them make a gireat deal of sense But I thmk ^ t 
would be misleading to the committee if we suggested that two or 
/ ' 
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three recommendations consistently :camc tlirough from both the 
:lenders and theiscliools. 

^ Mr. DELLXNBAck; I had three points involved in my question. 
One was that .which you have just now touched on, was there a 
"cdnsistehcy of recommendation, and you have indicated at the 
moment that that is not so. 

Second, was^.there something in the way of immediacy of recom- 
mendation? This I was wondering about because that is part of what 
Sv^ are facing as a subcommittee and as a Congress, should somer 
thing be done immediately on this particular question. * 

Those would be the tvvp that I jump at particularly. Particularly, 
oversimplifying, was there a consensus as to whether the Congress 
should legislate immediately, was there a consensus that it woiild 
do-fhore harm than good, or was there:cpmplete ambiyileric^ on.that? 

Mr. ANORiNGA.I.found it very interesting: that many individuals 
viewed a change in tfee law, niost of the time mentioning the. so- 
calledilfcl5 prqposal,,as helpfiil. 

But when we;dug deeper into the why, Jt was my own conclusion 
that for many individuals: i was to relieve them:^of administrative 
biirdens,^tHb possibility of not getting their applications ^rocesscii 
and s6 :fprth-~rather than proposing a clu^ as sound public 
policy.. And I :put in my summary that I felt at least 80 percent of 
the.peopW we talked with agreed: philosophically Ayilh the needs test. 
But Avnile people can agree with something philosophically, they 
are more concerned, I thihk naturally, with their immediate prob- 
lems, Their immediate problems could be solved, many told us, by 
diahgin^ the law. 

, Mr. Harbison. Since we have opened this door, let me add to, that. 
The results; weren't the same Jh each meeting. There were some 
regional o,%es'>yhere there was great consensus oh immediacy, . on a 
legislative solution, on specifically the so-called 15-15 proposal. " 

At one regional meeting the group insisted that we take a vote, 
and I said, "Well, you know, you can vote all you want to. We 
I\aven!t got any power anyway," but they insisted that we take it 
arid. reportvLt to you.. * 

Mr. DELLKNBApK. I)oh't be too modest so far as yoiir power is 
cjoncerned: [Laughter.] 

Mr/G'irAR.v. ^^^^ the vote come out? 

Mr, Harrison, it to 4. 

Mr. 0'HARA.17 to4? - ^ 

Mr. Harrisok. 17 people were in favor of the 15-15 proposal. 
Bob Svill tell you.cl P?it the question to them: in as skewed a way 
as I possibly could, Ivsaid : 

Assiiminir it takes wcoks to legislate, asshniing it takes weeks for the 
Ofllcr ' f KducationSto teU you what the law means, assnmin;: it takes weeks 
for vi;e Go\^ernment Printing Office to print tip the new forms, and' assuming 
the banks 4lon*t make any loans in all this time, do yon want us to enact 
this^legislatibii. ' , . 

'Now, .there were other offices where there was much less consensus 
on the subject. There was one office, indeed, where there \vas vast 
a^rroement that tlie needs test, was a ffood thing, if you could just 
si in ply get a little relaxation f rom OE on it. ' 
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Gabi^f Ve^ seriously made.. "The worst thing you could- 
pofbly'Ks StVthis.t4g.^^^^^^ and ge\ SkTxS^u^'fot 
£e had," and- to the extrem'e that Jim^was ta^^'^^^S Ke 
know, ''Legislate tomorrow, do somethmg tomorrow. We cant live 

" tr Si^l'woul^^^^^^ of the beople we talked to, as many 
saW^"D6n't:do_anything^ow'^as,sai^'':^^^^ 

Mr..DELLENBACK. Mr. Chairman, P^^ <>f the r^aso^; f or^^^^^ 
that question was to get it put in the open so we ftJ^yj^gJI 
from thoE that will testify aftenvards, so^we can .get any input 
. they want to make. I didn't mean to chase :the minutia, 

Mr. O'Hara. It is not chasing ramutia. *i,„f Hp 

Mr. DELLF.NBACK. Dr. Ahdringa indicated, for example, thaKhe 
has 15= recommendations. We don't need to,.go ^hrouglv^J^l of ^lose 
and- trv to.make evaluations, but at;least this broad sweep, it seems 
to me,'was important to get out on the table. 

:Mr. O'Hara. I think so, too. X think it has been helpful. 

Mr. Htiber? , ^ 

Mr./HuBER. I have a couple of questions. . ^ ^. .i^.f 
WKo.made up; the lenders r What kind of people were they^ 
■ Mr. Harrison. Slostly commercial banks. • , u„„Uc2 

Mr. HuBER. What kind of people fronvcommercial banks^ 
Mr. Harrison. The student lending officere. 
Mi-. Hciiii. What is a student lending officer? Is he a trainee in 
the bank of is he a vice president of the bank? . 

Mr. HAiibisoN. I gathered.they were rather below the top l.^el. 
They were people tliere who deal with the students day to day, 
people at the front desk. -jji i „„i9 

Mr.- O'HaiLv. Would you say they are middle, level? 

- - - - 1 1 r 1 _ r 1 A i. I rtrt trr -ir» rtna - T>J 



to whom Ave directed questi 



I will have to eo back Jind ask my superior.'' 
M^HuBEk I iust wondered what sort of management' level you 

- 1 the Bank An.edca ^.ad a high mnking 

spokesman, and Wells Fargo. *„^^hwn» 
Mr. HuBER. Generally speaking they were pretty far do^^n^ 

t^^'S^I/^^^^ officers? What were 

''ffSlRRtorWell^ in every case the chief 

student aid officer at the institution. u- ^ * i„.,f oi^ 

Mr -TIuBKR. Wlmt do you have to be, to4)e the chief student aid 

"'^Mr ■HARRioN. That seems to vary. In some institutions it is a 
-job for a veuy junior staff or faculty me.nbor. lu others ,t is a highly 
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prbfc^ioimlizecl arid permanent job. There is^a 35 pci-ccnt turnover 
f ronic^ear to year. ' \ 

.1 didn% incidentally, say that in criticism of the student^ aid 
officers, r think it may imply some criticisni of how the institutions 
as a iyhole perceive the importancp of the^ programs. Btit there 
Nyas a wide variance. Mqst of the officers seemea to be fjtiniliar with? 
. the -prograni, familiar with the law, familiar with all the various 
student aid [programs. There were none that we met Ayho we thought 
were;really inconipetent to make ah^^ and none o| tliem^seemed 
to need further advice. They were able to speak-^their minds to the 
point. 

But a lot of them were overworked, and many of them had other 
responsibilities besides being a student aid officer. 

Mr. HuiiER. You gave an instance where somebody — a computer 
rung up $207, and they said, "What can^I do with that for education, 
forjmy loan?" You nientioijed: that, $207 or something like that. 
"Wliat would Thapp^n in that kind ^^f a case, wlien he comes back 
and objects? TVIVat ha^ 

Mr. JIArrison. Apparently if^ he doesn't come back and object 
nothing^happens in m Thrtt $207 at the bottom of the .form, 

is sent over to the bahk^. the banker looks at it, nods, piits/$207 
down ai^d says,, "That is the amount of loan we will approve:": 

If the student goes back and complaint, in some places I suppose 
the aid officer from what we were told will look at him and say^ 
^TOd,,I have 4,000 other applicant and they are all telling nieit^^ 
same thing. Go write yoiir Congressman." In some institutions ^hey 
_5yill work it oyer. The squeaky Nvheel theory 'works at some academic 
institutipns,-and some lending; ih.stitutipnsr 

There ^was ho general pattern beyond a great reluctance on the part 
of the aid officers and the lenders' to depart from the figures that 
somebody else, had put on the forr.i. 

>fr. GAtjii. May I add to t^^^ / « 

I would add that the banker nods with a great deal of cqnfiisiph, 
1)ecaiiJ^Jie is linfamiliar with how the stuS^nt aid officer has assessed 
need. This is. another area vrliere there iaf a great deal of- confusion 
betweeh.Mehders and the aid officer ' 
4 Mr. ANnRmoA. And I think it is also important, Mr. Huber^ to 
knoiv that if the recommendation for a subsidized loan was $207, 
jn the law there *is, an. assnraption that if the student ^yanted to he 
cojild get in addition to that. <?a^ a-$l,()00 in an unsubsidized rloan. 

Mr. HA^msoN. If he could find a lender \x]\o woiild make one. 

Mr. Andrixoa. As we have reported, I remember only one lender 
>\yho woiild^ of those we:talked to. So the lender is faced .with 

Athin decision : "1 can give you the $207 subsidized loan and that will 
bo it." . 

The student says, "But I don't think I can even en roUiOr attend 
until I have $1,000." ^ 

So the lender, says, "Well, T would be willing to give you an, iin- 
snl)si(li:^ed loan of $1,000, hut not the subsidized loan," which puts 
hini in the dilemma of (ienyinc:, in effect, n Government subsidy for 
$207 in order to give the student what the student feels he really 
Jihs^tb-have. 



^ISr'o'K^^^^ I" other -ords prior to ti^ 

change in tSa^v ^ve•4d the possibility of an unsubsid>7.ed loan and 
it was never made use of then? 

Mr. Harrison. Tery seldoin. 

Mr. 0'Hab.\. Very seldom? ^ 

Mr5HA£''^Vhne ^ve go to this miorum maybe, you .fello^vs^ca^ 
so?fumtluiiUlVHtamW^^^^ 

consensus,- tell us when we get back, which of "f^ P^'^S 
•described are substantially as they ^^ere prior to t^^^e diavg^^^^^ 
Uiwrwhich ones^^arc new problems, and which ones ha^ e become suo 

^^i5^1tI^S:;cK.Befoi. we take^U^^ ^^tSf^^^S^?"'" ' 
Bankers Association; u:repre.sen^atu:e of the 

Student Financial Aid Administrators; and the Goinmissioner oi 

■^'^'l^^a^e going t'o have tj.cm comnxentand give us their thcughts 
on wliat we can do with the problem. 

Xfl^^mtMiv Tho subcommittee will come to order. 

Has Sie staff re cliefa Consensus on an answer to my ques .ons 
wS bid lo do lith. which of tl;e problems wer«^^^^ 
demic with the program since its inception, ami '> 

wc beiir newly created bv Inst year's amendmeuts, ^ncl the -after? 

ifr. I -^ill- try. Wc have been standing her, in -a 

isS ma o And everything that f ?"^sJf"'"i;^,V, tionah 

nroblem, lender confusion, and the relationship to the "gityt ona 
lTl(f programs. All of that, stems fionuthe ^^'"cndments and t e 
(SioS'pap^ stemming from thp implementation of thg 

jSSnfMbo pi=6blein with.rprogram maiuial or^^^ nonexistence 
Mt^the moment,. the absence. of guidance, and so on. i„.„j 
ffdsncSU be the new problems which are ^IpaHy related to 
.- fiilegllation cJits.administi-ation. There -are some .problems winch 



The hick^ of uiisuhsulized loans, tho uinvilliupicss of baiikei-s I 
<ro iiito split loans, the bank pqlicii)S deny in<r loans to ircslnncn or 
to i)ersons without customer relationshi])S, and the ])ei:soniiel proh- 
Icins, both in the bniiks and in the institntiibns, ,i)ei-sonneWsimi)ly 
the inasiivc volmnc of work pre^ntod to both. 

Thera are some new ])robleins Avhicii arc listed ihcre as perhaps hot 
program-related. 

T/>oniiiig very large, of course, is^ the enonnons inflation in the. 
prime rate.. The 7 percent interest, pins a S])ecial allowance wliioh^ 
the Government will pay now, while it may be technically keeping 
pace witli the prime rate docs not scejin to Ixi very nnich-of an in- 
centive to hankers. 

The lateness of the fnndiiigiiiuLregiilations for the institutional^^ 
based ])rograms is uot related to the legislation affectiiig the giiav? 
aiitceclHoan ])rogniui, biit it is a relevant fact. 

^ Finan\\jthis^^^^ all had of less pressure to attend 

^^liibrnpTess-'infe school, the gmwing dro])-in the 

value many Americans are placing on postsccondary education, I 
don't know what that.'is related to, ^fr. Gfiainnan. 

Mr. Q!!r.\u.\. Tb^nk yoii vci-yjiuich. J iin. W e a])preciato that anal- 
ysis. ahdTveiT huich'api)recia*te tlTe efforts of the sifaff to assist iis in 
finding the facts which involved a good deal of iiiconveniencc-T know, 
to=all of yoii. . ^--^ 

I would also like to beirih by tlia\^kiug onr;])nnel of witiiessos for, 
their willingness to ])ai1icipate in this-expcriniehtal— and u'e lioi)c^ 
n?eful—ap])roach to the hearhig process. 

T would like to first imlioate that the statements of each of the 
groui)s rei)it».««uted here will Ihi entered in the record .of the hearing 
inimediately following tUesft remarks of .mine. 

rBe fore; we proceed T woidd like to ask 4he witnesses to identify 
fKemselves, liep with, Lois Kice, and the organizations Avith 
\vhich they lire affiliated^aiid go aroiind the table. 

Ms. Uxor,. T am I/ois Rice of the College Entrance ENainination 
Board. . ; j 

Mr. XvYNKs. ^yfv imnie is 'Robert Jayiies. t aui w'ith the American 
Baiikers Association. 

Mr. ZuvKK. ^'m Charles Zuvef of the American Bankei*s Asso- 
ciation. 

Mr.^FA'ANS; Jay Evans, from Pennsylvania, with the National 
Comicil of Higher Education Loan Pro'giams. 

Mr. Paytok. Pou Pay ton, gentlemen, president of the National 
Coiincil. Mr. Evans is ])rcsideut-electv!ind ^fs. Wennerdahl is direc- 
tor of the State an.d Federal Proirram TJelaf ions for the Council. 

^fr. Batkr. t*m David Bayer, from tlie Office of Education, Divi- 
sion of Insured Tx)ans. 

Mr. MiniiirKAu. I'm Peter Mnirhead. Deputy Commissioner for 
iri«rher Education from the OflDce of Education. 

Ms. EnwAims. Eunice Edwards, t)re.<?ident of the National Associa- 
tion of Stncjeiit Fin:incial Aid Administratoi's. 

Mr. Martin-. Dallas ^Lii^in, president-elect of the National Asso- 
ciation of Student Financial Aid Admiriir>trators. 

Jfr. PdrdVu Ah\n Purdy, State ami Federal Program Relations 
for the Association and the iMnvei^ity of Missouri. 



li^lT^J^kSgi With is Tu„ Gv.c,.e,-.-ho .s general 

otn.V^Suin let^fl'« statements of all those hm who have sub- 

it tSd Sin 

[Stateme^'ts of Mr. Ottina, Mrs. K«]wnv(ls and Mr. Paj^ou fol- 
low-O \ 

KuucATIo^^nKi^^laiIBNTorH^~^mI. K..uc.KT.oN.AS.. NNM.FABh 

parts ot tint Aiiioiulmeiits. , , „„i,iii.„ti(>.i of revised 

Keclernl Interest l.elje^lt.•^. ,,..,„,.„ion t lie new re.-iKmsll.lHty of cdu- 

'3.=^ ^^ids^ 

iiieiiaea I'laii aiiioililt iiro<liiti'<l result.s wlHUi >ii!>«i« r ..in 

ellulble f';'-„{;^^'li:j,^/r/f'KM^^^ O«.='ra"to,e Agencies. ...... yo..r o.nee.. 

<U,te of certai.. ^'"♦^'"f^;.:,''^'; r'T.L .'4 r^^o^'"' pre.exlstI..K 

n.7osVS£«a.r.? .dl 

i..torpretatlo.. of the .ems. An T^^^^^^^^ 

S for (letcrmlnins that the school's recommendafjon was not realistic. 
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buringi January /fnd' February of this year, the Office of Education and 
State agency staffs cot)|lucted over 250 workshops. Lenders and. schools 
throughou tithe - country; wer^ bri ef e^ on ; the new procedures!- 

^ ' * PROGRAM STATUS sfNCB MARCH 1, 1973 • ^ 

The Guaranteed Loan. Program has been operating iindcr the new law for 
only four niohths. In about half the country, loans are guaranteed by State or 
.private non-profit ngenciel Loans are insured by the ^Federal Government 
in the ^ rest of the country. More than 70 percent of the volume has been- 
.mad^- under -the federally insured program. Tlierattached table summarizes . 
the^ recent experience of both the federally insured program and the State 
and private agency guaranteed Joan program; The combined March, April, 
May, and JTune volumes were down. aUoUt 40 percent, as^ compared to the 
same- period of last yearl Dollar volume was off 37 percent, but the number of 
Joans showed a 41 ; percent decl ine . The fede ral ly insu red program d ropped 28 
percent:- in dollars and. 36 percent ininumbers during . this^n* ripd, a^ compared 
to a 51, peircen t and! 52 \ percent decline in dollais and' numbers in tlie State 
? and : prlvete. programs. The lesser decline in the federal- program reflects sus- 
teined lending to vocational atudchts at about the same level as, under -the 
.preexisting rules.- A. cpnservativje estimate of at least, 55 vPercerit of this 
federally insured volume hhs been r made- to proprietary school students whereas 
less than -10 percent of the guarantee agency loans are made to such/ students. 

The? proprietary school students is in effect assured of receivip^ a loan 
as a. result of the school being,. a leader itself ' or having, effective banking 
relationships.:^ \ ^ 

The extent; of the decline In. lender participation is even greater than* 
these figures jindicate, since ah estimated 35 i)er cent of the hew federally 
insured: ^loan I activity is accounted for by three large vocational schools 
functioning as lenders. In addition, in, Florida,. New Mexico,. Oklahoma,, and 
-Texas,, the State is the largest lerifler, but with loans primarily limited to- 
kudents;atteftding coHege w ^ ^ 

, At first blush,, the record of the first four months^ is disappointing The 
major changes in concepts incorporated into the "October 28th Proposed 
Rules and into the final Regulation were expected to have a positive infiuence 
in vthe total process. AVhile the expanded "cost of education** definition has 
alleviated tli0 'problem originally experienced^ in that area * the other two 
>cey changesMiave not been significaht in providing the flexibility envisioned. 

Analysis, of a sample of 0,139 supplementary applieatipns processed shows 
.that financial aid ofliicers have decreased the expected family contribution 
:for 13.6 :perccnt of the students applying/for interest benefits."* Similarly, 
lenders have made subsidized loans exceeding the school's recommendation, 
as permitted under the tlii/d ma jor procedura^^ change, to -8.6 percent of the 
student; borrowerk; .1 

o SOME REASONS FOB RECENT DECLINE . j 

Ideally, in order fully to assess ' what is happening,*' informatiph is needed 
;6n students wlio have chosen xhot to apply and oh loans held up: by schonls 
and/br turned down by lehderSyJTn -tlit' absehcc of such dath, meetings have 
been held with; Ofiice of E<lucrflion faiid State agency ofBcials to discuss the 
total problem and to get the{/best ji/dginent of these staff members as to 
v>'hat is. taking place. Some conpehsus^appcars on the follo'ving varied causes. 
"1 1, Durii]g the J four-month period in question, institutions \vere . uncertain 
about Federal allocations under the college-based: student financial air pro- 
^graras/in addition, the fundiifg. level for the Basic Grant Prograni had not 
been establishbd, and the details of its operation were hot vyidely available 
to institutions and fftudents. Financial aid ofllicers were unable to determine 
a student's -need fpr .d Gua ranteed Lo«an ii) the absence of ihforniation con- 
cerning :the-othcr .phrtion of a student js:.finahcial aid pa^^ 

2. -Some students arc siniply not. .applying for Guaranteed Loaii^Vecaiise 
the heeds analysis requires disclosure of fa ir^^^ income and asset data. ,^ 

3. IwcndersA^eem to l>e equating the recommended loan amount, which is 
tied to eligibfQjy for Federal- intere»st :benefits, with the stiideht's heed for 
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-aioan..Studentsv.with.«.-/.cro,or.io^v^l^ 

gettlrig.toans. -^ven on an "n»"^f '5?^'},,,,?^^^^^^^ aiift are waiting to see 

.current monetary conditions. The r^te ^o^^^^ W«er t^am^^^^ 



^^^-^ ' * OUTLOOK 



Tbe ne4 W montbs are 'P^'.f ^l^^";^^^^^^^^ ■ 
ifTAm The renewed commitment of - the yli" 
:Sd'to'ars«L continued p^^^^^^ 

^ funds for millions of postsecondary students. ^^f f (Y':'-i,e launching 
ffie;«DepSrtmcnt of Health. Bducat on, and . ™f ^^ri 

i major national promotional ca™Wlp^%. ' <„• the country In an 

lailed to all/eligible scl,opls:««d participating lend^^^^^ 
effort to insure Ulmt they are^fuUy nwa^^ 

• r, percent o:fVal),CT.aranteed^studen^ ^ ,^t^, 

Survey results Indicate, f «" .F "4.f ^^^^^^ major reason 

sidized.and unsubsidiEed loans. M 

:sul)Si(li7M loans. .„L!n!not.. n phnnce tiJ the number of 

About :30 i.ercent of the >'="'><'P,„«"\ Sted that the number 

.no.i-sul.sidiied.lo«ns they are 

would -decline hiwise of n<l'!'"""^^^^ About half of 

N a policy of loaning the amount recommended b^^^^^^ take place, partly as 

. sssi'^sse^r 



84 



\ 



N \ 

■ \ 



GUARANTEED if UOENT LOAN PROGRAM LOAN VOLUME COMPARISON. MARCH. APRIL. MAY. JUNE- 1972-73 



Federal insured loans 



Stale and private guaranteed loans 



Number 



' Dc\lafs 



'MarcK: 

- 1972_,-. 

n973.....„.. 

- Loss 

V Percent....,....*.. .... 

^-'^■972..:...;,^y„._ 
1973 

Loss 

: Percent.:.. .... /. . 

• May: _ | 

: 19:2 ...i 

- 1973 

Loss;.. 

Percent...... 

June::, 

" 1972 

1973,.,..„.„....,,. 

' f 

Los$.^._,....._., 

Percent:,:, 

Maffh to June 1972. 
:Maitjrio June 1973....... 

^Fbuf months I6s$;.._ 
PercetiliV..^...-. 



42.793 
23.794 



?3. 775.782 

23.588. len 



18.999 
44 

36.532 
^^.269 



16.187.622 

33.655.580, 
18,778.843 



19.263 
53 

48.771 
33,514 



14.876.737 
44 

44.328.177 
34.751.833 



15:257^ 
31 

61.809 
47,350 



9.576.344- 
22 

61^373.171 
52.200.864 



^14. 459 
-23 
189.905 
J21.927 



9.172.307 
, / 15 
179.132.710 
129.319. 700 



67.978 
36 



49.813.010 
28 



PERCENr LOSS^ COMBINEDPROGRAMS 



Number 



15,799 
8.378 



7.421 
47 

9.798 
5,270 



4.528 

^17.902. 
9.892 



8.010 
45 

57.400 
25.329 



.-32,071 
\ 56 
100.899 
.48,869 



52.030 

^ 52 



Dollars ' 



March.*«..„^„,,.,___ 

April „ 

May ..-w^.., ^ 

-June.. ... , ^. . ,^ ' _ 

4 month$,.^^,...rf„ A 



14.577,197 
. '8.012.356 

6.564.841 
45 

9,590,466^ 
5.215.918 ' 

4,374,548^ 
46 

19.305.855 
10.630.044 



3.675.811 

68.370.677 
30.706,502 



37,664.175 
. ./ 55 
111.844.-195 
54.564.820^ 



57.279,375 
51 



Number 


-Dbtlirs 


45, 


42 


51 


45 


35- 


29 


39 


.36 


41 


37 



/ 
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EXH1BIT-A.-10AMS GUARANTEED BY STATE AND PRIVATE GUARANTEE AGENCIES DURING THE MONTHS 
OF- MARCH. APRll; MAY. JUNE. AND JULY 1971. 1972. AND 19731 



1971 



1973 



March 
through 
June 



July only 



1972. March 
' * through 
June « 



March 
through 



Com- 
-pared to 
-1972 



June^ (percent) July^only* 



' Com. 
pared to 

1971 
(percent) 



/Aikaoias;..:.-.-.... ^.JM.fJf 

rCon^ecticut......... 6.942.315 

Georgia.-T.-.— 2,422.473 

UluSs.::...... 6.577,201 

:Louwin».-<. — - i 

Maryland I'SJ?!?]- 

:MaJ$ac^usett5.....-.- 5,357,424 

Michtgan.-..,:-.-... ^^^^^ 

New Hampshire..-...- 

.%New Jersey....^— .... /9.62l,-ibZ 

TewYorkC - 

North Carolina........ l^MM^O » 

.Ohio.:.:-...:.-— ^« ^'JH'IU 

.Pennsylvania.. ..->.. 31.008. 81^ 

^ Rhode'lslahd , J".6?S 

.Tennewee.^.^....— ».l^-"cj 

VermofilV......-.^.. 4».950 

VrUmia,.. ....-^-^ , , 358.715 

USAF...,.....^/.-.- 4,744;498 

total amount.T. I05.02t.:808 103.644.301 

^ ■'t%"wYork. 80,110.808 70;346.30l 

total itumber ^ oa 

ofloans...... 99,048 90.672 

^^St'ot-al., 189.720 

''tKiK. JUn,^ 6U69 

Averaee loan amount.....,.- 1,099.8b 



$873. 138. 
5.800.857 
2.442.246 
5,334.229 
1.207.205. 
531,043^ 
-3.975. 240* 
1.538.411 

289.360' 
10.643.195' 
33,298.000 
n. 352. 450 
3.010.925 
906. 5bl 
24.340,747 
>1. 148. 250 
'586.385 
435.075 
244,610 
1.128.158 
4,558.226, 



. $64,720 
8.773.099 
3,607.709 
7.9U.001' 
74.397' 
1.687.758 
6.975.384 
4.100. 574 
177.610 
13.360^336 
46,132.000 
2.657.850 
4,827.119 
684.804 
28.251.611 
: 2ai.-206 
1,430.665 
'427, 199 
M9.171 
2.107,510. 
3.920.362 



$281^306 
1.834.907 
1.304.216 
2,047,080 
84.964 
1.317.520 
4.659,929 
2,144.027 
133.280 
5.227.487 
17.283,000 
- 699.192 
2.403.787 
555.745 
8.138.673. 
' 523.977. 
744.990 
54.440 
389.000 
1.195.472 , 
3. 149.639 



+232 
-79 
-64 
-74 
-14 
-22 
-33 
-48 
-25 
-61 
+7^ 
-74 
-50 
-19 
-71 
+£6 
-48 
-87 
, -29 

-20 



^5.411 
4,868.397 
'862.026 
2,306,250 
139.258 
915.979 
3. 199.944 
1.220.641 
.83.647' 
5.983.470 
16.200.000 
1.018,657 
1.885.500 
244.581 
8.250.000 
^53.667 
381.829^ 
488. 6S6 
218.250 
825.000 
3.000.000 



18.055,086 54.172^11 -50 52^891^^^ 



-60 
-16 
-65 
-57 

-20 

-21 

-71 

-44 

-51 

-25 

-37 

-73 

-66- 

-61 

-35 

+12 

-11 

-27 

-34 



-49 



• 5107.663.804 

91.923.086 36,a«9.6ll -60 36.691.193 -48^ 

37,640 47.900 -51 41.241 -55 

89.141 -53 

^1 aSfi 32 635 -60 28,941- v -53 

' " ll3592(+Wover 1201 06'(+J65 U.over 

1971) W72) 



. Aeendes not included: Delawire. Maine. Nevada. Oregon. West Virg.n,3. and District of Columbia, because July 1973 

I^^BB:^^ -S^^M^^^ -reased l. 50 pe.e. so . 

protect an anticipated volume for the full month of July 1973. 
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EXHIBit B: UANS GUARANTUD by state: AMD PRIVATE GUARANTEE- AGENCIES DURING THE MONTHS 
OF.MARCH.cA>Rll..MAY,:JUhX AND JULY FOR THE^ YEARS 1968 THROUGH -19731 

-i- : ■ : '. 

1968* 196^« 1970? 1971 » 1972* 1973' 



Arkansas $406,076 $677,153 $754,592 $357,996 . $117,195 $626,717 

Connecticut — 9,421.650 9.617,825 13.940.821 12.743..172 11.986:713 6.703.304 

Georgia,... 2;965.055 3,694.253* 4,023,260 4.864.719 3,607.709 2.1E6.242 

Illinois... .10.845,634 11,947,293 11.578.246 11,911.430 8.040.82O 4,3^3,330 

-louisiana.: 191.268 616,254 786.069 1,401.094 672, 25Z 224.222 

Maryland 971.319 1,342.9/9 1>473,197 1.573,134 1.708.808 2,'233M99 ' 

Massachusetts. .. _ . 5,157.032 6.754.3S2 8.439,561 9.332.664 6.975.384 ; 7.859.873 

Miahigan.. . 1.318.501 .2,481,069- 2.659,064 4.232.544 4.824.354 3.364.668 

NewHampshHe,.-.>__. 233>315 312.355, 381.676 428.990^ 322.880- 216.927 

New Jersey...... , 7.014.381 16.159,905 18.828.969 ^ 20.264.347 13,^360.336 11.210.957 

New-York 41. 168. 459\ 56.042.876 52.603.339 '58.209.000 40. 495.000 33,483.000 

North Carolin;*.... 109,019 \ . 174.933 120.173 3. 193.700 4.763,550 1.717.849 

Ohio.., .... >^1.555 ') 5,369.562 5.489.867 ^6,745.636 4,927.666 4.289.267 

Oklahoma... y 90, 140 / 425.898 . 940,630 /1. 189.858 1.002.404 800.326 

Pennsylvania. . 3,614;3I2 15.539,602 24.290,242 55, 349,559 35.699.773 16.388.673 

Rhode Island ^ . 488,535 1.085.682 1.461.776 1.355.945 855.925 977.644 

Tennessee.. 1.194.322 1.433,561 1.482.684 17776.555 1,437,643 1, 126.819 

Vermont.... 1657351 193,220 181..730 477,025 427.199 543.126 

V»f£»nia. 944.962 744.653 568/412 . 603.325 '651.281 607.250 

Wisconsin. «1. 432. 968 1.764.084 , 3,579.629 2X752.692 2.582.905 2.020.47 2 

USAFv 4,678.617 3.683:788 3.464.661 9.302.724 .5.697.577 6. 149.639 

Totals.. ...... 95.091.971- 140,061,297 157.048.598 208.666.iia^ 150. 157.374 107,033.8*0 



' FiRures for the following guaidut^e. agencies have been excluded, for compaiison purposes, since then statistics, for 
July.1973 ar« notyet availablev Oela/vare. Maine. Nevada. Oregon. West Viiginia. and District of Columbia. 
' * Figures furnished b< r.e Office of Education. - ' 

^Ffgures furnished by guarantee agencies. ^ f, 

- • / 

riiEr.vKEi) Statkment of Mks. KuMtK I*. Knw.vitos, :rKE.Sll)K.\T, XATIO.N'.VI.- 
AssociATio^v,OF Student ^r'l.VA.vciAf. Aid Ai)mi.nistk.vtoks 

Mr. Chainiinii and members i>f tlu; suiicvininittee-. It i.s iilway.s a privjlegu 
for iiieiuljors *fl tlit' X.ith^n.n A;sS(M4twju .»sn«le«t" Financhtl A'ni Admin- 
istrator.s to .ipin.'.ir l;vfore tlic iloiine i5pccicU__Si|I>toin1nittoii on Kdncation. 
\Vc are imrtjcnl.irly iilrast* d to be w itii > uii- totIa> ^rrtV^U) Anw v the ojiport unity 
*to pro\ide ;olKsur\atiun.s al^tait tliu ciirri^iit .'?tatu.v'of the insnred htiuk'nt loan 
-program froin thu ptr.>i>fct.ve of tlii' Mi.stitiittun.il futaniiar aiil ailininjbtratbr. 

"TIiQ Kducatioa AnKiHlnaidS of J0t2 cMaldihhed tww rcgidatiuni, for tlu» 
Guaranteed Stiidunt I-u.Ui i*r*>Krani w Iiicii WMta o(!icial1> inipleinented on 
Afareh 1, 1073: [ ' 

During the i)ast finir niuidli.s we have l»een opeftitfn;: niuler tliest 
regulations, lioue\er. we are \er.\ concerned ahuut tlie nuniber.s of Jiir 
students ulio .h<i\e l^een un.ddi^ iu obtain these loaii.s during tliKs period* 

As far a.s we can tell, mobt of the decrea^ii in tlie prcbent loan volume 
.injured' to date 1.^ .dti ilfUt<d>h' to fewvc io.in appnnal.s auil .<ippro\als of 
sm:tjle{' loans% ' . , 

The reasons for this attion are m.ui^ and xaricd, Some of the causes 
identified ljy tlu; Ijnaneinl aid coinnuuiity are these: 

T. The niihtfni of tijtp(njitiunn Mthhuttnl iu //it imsiitutum for initiat- 
proiiSitbiO.' \\\' Iiave .sur\e>ed almut iift^ (olie^^Ci* -since I^eiUK in\ited to pfo- 
\i(it le?;tinioti.\ . Applit<ith«n> licuii; .siibmittetS r>fojIiiit.s iipi.»ear to lie aliqut 
^.constant witli la.st jear .it tlti^ tihic. Fiw .sLJi4;ei^ report any hlf?ni|lcant in- 
vJcrea.se in appHcation.s and .seur.il repurt a dtliih*'. .Xn.v dtMJua.se iniiljlit Ije 
j .•itti;ibuted to two factors. j 

(a) Inst.H'd ioan.s are frequently ^jenerafed l»y students itailini; to 
obtain ttllicieiit nn.inci.it .dd from thejr inhtUtllion. lUcauM> of tlie late 
appropriation and ^.ilI^jtnKid at federa! funds ti» ui.stdutionb for XOSL, 
C\V-Sr and SK(JG, and the ab.M'nce nf rcKUhitions go\erning these pro- 
^jr.ams, many .scliotd.s ha\t' not jet ad\ihed tlicir appliiants of the aid 
avaiiatdo to tliom. Xurmall.v this won id liave l>een done before now, 
and tiiose failing; to re(ti\u .idenuatc fumL-^ wool i»a\e iiiread.\ -Hied an 
insureddonnapplieiition. 

(b) Tlierc is some inditati<m that a .smaH percontiige of students ex- 
pressing in tcre^^t in 4it>t.unin^ .in luaored loan ari; not Jfidiow ing tltrou^ii 
upon discovering tiiat the interest htti>sidy is now contingent upon Jtiie 
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arc eIioo;sing not 'to apply ratl.er tlmii rpveal tlieir-nuancuil status or pay 

i<! I- small ImcklOK of- an plications on hand in sonii- of tlie nnancial an 

offlc^ " Cevcr tlU^ i« le-ss than might bo cxpt-etc.l, consideru.K t o 

sl'auUr-incJeascNn tin.' re<uure.l to 1-^- ,^'V=''„/X'^ ^^^^^^^ 

h..Pii-nniilvsis-re(iuire(r for the ntercst suhsuly. Most of the appncauong an. 

snred "t.Hlent loan applidntion fSrin .Ipc-s not colle'c iuformnt.on needed for 
this purpose, and snpplcmental data niust be^rccpicsted. .^^^r- As far 

. 3 a'hc'ni,mbcr und volumo of apvlicatiqn, approved by th^ llwnnd thci^ 
as we can tell, tiro reasons for tlie-deercase u. the ni.raber of "Ud tnc r 

"oduction in. dollar volnme by the lenders are nnu.y-and varied. Some of the 
\ ciuscs identified bv the finaiicial. aid colmnnmty are these: 
I ^•"'^•'^ •''-'«;;'^^^^^^ is: obvious confusion in some of the lending- con.mnuity about 
' tiro ptese^rp ocednre/ Tins: c-oi.fusion stems from a lack of understand ng 
of nee,f analysis and regulations pertaining to the J''; 
?eu(l"r 0 change the amount of the schbol's recorameudat.ou. Because 
Ss do not nnderstan,! the 'acceptable basis for clmng.ng a school s 
-Commendation -or the dqcumentation required, tlroy arp inf^^^^^^^^^ 
-^hc it Unfortunately, there is nob nearly enough communication be- 
tween the lender and tlie nuanciaraid officer. 

(b) There is apparent inisunders auding on the l)art of some ol me 
lenders hout the distinction between demonstrating el.g:b. Uty for the 
n^erest Subsidy and the provision of thb state or federa guarantee. 
iSrs S^ntl^^^^ students tl«t they cannot make the /oa„ be- 
cJnse of tKliiol-s recouunendatiou for interest payment el.gi- 
St^SorJro^^of thL inay be unawareuess' of .the facts, but some seems 
certain to-be an excu.se for not participating. , ,„„ui, ■„, „„rt 

(c) There is almost no lender interest in lu.subsidized loans, in part 
or fn full One reason given is 'that the rate of return is unsuflicient to 
core" tr.^ a ditToial costs of collecting interest from the ^'orrower 
Vnother reaso is that the .system of interest collection does: not couforii 
^"?l.e uonu^Chanking procedures and therefore it becomes one aduu.vnal 

"'l^f-Jhet^r'^^ eertain -lenders- 

" to limit the uuisi! i-r of loans. AuiOng them are; 
m No lornlK to freshiueu 

(") lle(iuired» account relationship of student nud/or parent 
(a) Uesid 'ace in lenders comniuuity for varied length of time 
(■\) No loans to older students . . , 

5 i.oa„ limits .under legal inaxiniiims : $500 ''^J^^'^^.IJ"^^^''^"^ 
inunity, college students, §1500 to undergraduates and .?JoOO only to 
graduate and law students „ „„ ,„ori.hf ine 

These re^ttietious have clearly heea on the iiicrea.se as the lupney market has 
M-htenM an ovo^ past few laoiitr.s. Although then, is no consKsteut 
m e^r we receive eports oneTiders reducing their voi„,„e or discont.iynng 
irticina ion altogether, for 'a variety of rcasoas. Some" leaders say it is a 
;"rXa'7u3Tt\-. others say not ; .some the;' Cj.miot ,ushfy t e ^«.st 
nciirred in adriiiiiistration. others report tliey are inakiiig a .talr lejurn , 
soShime it on the Puperwork involved, others say there are more pressing 

"IviTctwe ltrar tie history of the developmeat of the federal student aid 
nroUains we see the National Defen.«e I^mus, College AVork Study ai d 
KaUonal Oiportniity Oranl programs, all of which were •IS?'?""' « 
iSc st^ lo^v i.KOme families. The enacting aws A«<' t'"'' 

tl en "l J (lemons.trate(l llaaiieial need in order for^lle sluaeuts to dualif.v ^or 
.4 L efi 1. the operation of these three programs based upon 

s SaK nee.U- tests, it soon became generally apparent that families in 
ro middle a lower-iniddlc income range., -"^^/f ''verv rea 

this neriod of very raiiidlv increasing college costs, tlrore was, a verv reai 
flnLcial pinch on the middle income families. This was especially true in 
the "ca8^i^f^^^I^^^^^^ families and in situationB wl.ere more than one child was 
tmcollcge at the game time, 

. . ' . ■ 8-8 
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The Federal iy IhsurCMl, Student Loan program was therefore enacted to , 
provide a source of flnaneial relief tor tliose faiiiilies libove^ tlie poverty * 
level but bejow the adjusted $15,000 annual ineome bracket Tl\ere was no 
doubt: that it was the intent of Congress that faniilies at this economic level 

:l>e assisted. The $15,000 flgiire was a fairly generous ineome level .when it 
was first enacted. In fact it \Vas felt that an Interest subsidized loan in * 

-some ;cases might not be jiistifled, and that this rule i)erihitted some students 
to abuse the privilege. Suggestibhs were made that the program, be tightened 
up a bit, and spokesmen of bur organization have so testified before this 
subeomcSlttee in former years; We recommended u needs test that would 
^ screen the applicants but suggested that the test be somewhat less demanding 
on . the i)a rents' pocketbook than 'those systems then in use. It seemed 

. logical that the economic level to qualify for an insured loan could be 
higher than that required for a grant 'or vrbrk program. * 

The Education Amendments of 1072 provided for a needs test However, 
the- langiiage of:thc law left some legal* dilemmas as to just how- stringent the 
needs test shbuld be. Shan) iufiatibn has escalated family living cbsts at the 
same time as the new restricted- rules for the Ibau program have gone .into 
effect . ' ^* \ ^ 

We believe that Cpngrcss:stiH, intended that there be a reasonable source ^ 
of credit available for middle inebmc families. The direct lyes of the bffice 
of Educa tioh would a 1 so a ppea r t o ^ a gree thii t enou gh fl ex ibil ity be e.xc reised 
by the financial aid ofliicer to provide this credit However, in actual practice 

. most financial aid officers are adhering quite closely to a rather stringent 
need for fean of getting caught by some future audit and being accused of 
over awarding financial aid. The letter being sent to financial aid ofllocrs by 
the Office ot Education this week Is intended to relieve this apprehension 
and- tQ let.tlic program reach more students. AVc think these new instructions 
will help some, -but we arc stilMeft without an interpretation of the words 
"reasonable docunicntatiou." AVe wonder if the auditor will agree that pur 
judgment was rcasbnahlc. For example, nowhere In the instructions Is there 
any referehec to permitting hn insured Ibari to replace any portion of the 
.parents' expected contribution. To us tills might be reasonable, but should the 
auditor disagree, then our Must itutibn would be In trouble. 

It has been suggested that a legislative change , reinstating the eligibility 
for an interest benefit loan not to exceed ?in00 for tlio.se adjusted family 
incomes under $15,000 would answer our current problems. AVe bcHcvc that 
this would provide temporary relief and l>crniit the program to uiovc ahead, 
assisting thousands 'br additional .studentii who wotdd be left out under the 

^ eu r rcn t pa tt e r n - of: ope ra t ibii . 

However, as pointed out above, there are several identifiable reasons for 
n credit. crunch. Therefore, we would hasten to ur^re that during the coming 
months, ibng range progranr inipro\enu'nts be considt d anil enacte.d to make 
>the insured loan program more practicable and work le from the standpoint 
of tlie^^lendcr in order to keep an adequate credit supply available to the stur 
dents. We realize that certain financial liihitiy w'lW need to be nuiintaincd 
to- keep the federal budget coi,t« \\ ithiii reasonable (limensipnb. Nevertheless, 
of particular eoneeru to us the fact that in Its deliberations, the Congress 
had con.sidered and cons>entcd to providing and admunstrative allowance of 
bne per cent of the amount of the loan to partialh reimburse the educational 
Institution for admhn^trativc v'jst^. t'nfortunattl.v, this pru\L>ion was omitted 
in the rewriting of the hill. We ii^od this to be made a part of the program. 
One of the key facb obbmed by congre.sMonal staff in reviewuig the oper- 
ation of Insured. loan« i.s that financial aid peoph' ami lend* r.s don't coniniunl- 
catc frequently enough. This is-true and the situation could be improved if 
the aid offices were more adequately staffed to carry the additional work 
load of insured loans and the added details of the new Basic Educational 
Opportunity- Grant prbgram. . \ 

This concludes our te.**tinion.\ . Inmover, we want you to know that the ^ 
financial aid community stands read> to help the needed solutions in 
any way we can. 
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ofMIioheu Kuucation Loan I'koobams ani) JARcmnb uikkctok ot 
GEOBoiA-IIioiiEK -Kuucation Assistanck Cori'. 

Mr riiiiinn^n nnd members of the siibconnnittoo. It is "l' l""'"^ "-^ 
ii^rS^Si of lusher E.lnp.tioh I.oan,yro«rams to a«a.n, appear before 

\Lnnn.onts of lOT'^ children f'om families haying an adjusted family . in- 
r"7 .ess°'tl2!!:i4o0« were e 

•■'S^f .vre"uh.« with ,ho an-encompa-sM,., Education ,A,„e»d« ents of 10« 
iMSt "o-ir the r-onwss rteosniml that terram "'"fn 

program nftcr March 1 of tins >cnr.^AS ^ presumed to have 



''''rlt"s''cxaihinc some of the facts and Issues. 



/. StudcntXcm StatMic. Since March l. mrUomparea-lo Prior Yca^ / 

il^"bu:e.i'™rt.n^^^^^^ 

nS^;ls/^^.K federal government declined I.y 43 percent.^ ^/ 
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The number of loans Kunrnnteed by state and private piiarahtee agencies 
during the three month 2 comparative j[>eriod: actually declined by 46% and the 
dollar amount oi lcans guaranteed by these, agencies'^declined by 45 percent. 

The situation worsened during June 1073, and has not improved durhg. 
the month of July. Exhibit A attached hereto siiows the following: 

:a. The amqunt^of loans guaranteed^by the agencies during June 1073 was 
55%:bero\y tlio amounts of loans guaranteed: during: June 1972. 

b. Ttie amount of loans guaranteed during the four mpiith period from 
March, througli June, 1073 was 50% below the amount of loaijs guaranteed 
during the same period Hast year, 

c\ For the same Xour month iperlodi tlie amount of loans guaranteed by the 
agencies exclusive of the State of New York was 00% below the amount 
dfytioans guaranteed by the same agencies during the comparable period :last 
year. ^ 

d. Although we were told last .month not to worry about volume because 
many applications were in the piiWiiria and would .show up In. July, the volume 
for>thls month,lJuly, 1073, determined as stated an Exhibit A, is 40% belo\v 
the volume of loans processed two years ago, during July, 1971. This heightens 
Oj^^; c^^^^ eypn greater degree: The July, 1973 volu pe cannot be 

readily compared -to July, 1972 due to the status of the ioan program during, 
July, 1072. 

In: order to more accurately demonstrate for yoii tlils overall impact of 
the Kducatlon.Amendnients of 1972 upon t??e stuclent loan program^ the amount 
of-Joans:giiarahtee(l by the^agencies'duri month period from March 

jtlirough July, 1973 has tbeen compared with the amount of loans: guaranteed 
during; the same mohths^of prior years all^ the way biick to 196S. This coin - 
;^rlsoh Is shown in Exhibit B attached, and graphically illustrated bui 
Exhibit C .attached. You will: note that for air practical; purposes the student 
'T6an}ijfjM)gram, by virtue of the Education Amendments of 1072, has Jn effect 
;beeii?-t^t^ back tp the 1968 level of operations, wliieli represents the 1067- 
i9^)tt^demie school yearj)eriod: 

We .find it Imrd to dispute or rationalize the foregoing statistics. 

}0. t»^^cre A Crisis In the Studqxt Loan Pjogram^ 

.''/Recently, we were tohl'by a member of this Sul committee's staff that we 
^.jiyere tifc^^xonly group there is a crisis, AVe need to set the record 

*^stnilgijt^,on that matter, as w<*ll as get to the heart of the issue. We are 
claiming >^tliat thousands of middle income students ure not going to get loans 
' that /f hey /are counting ou and which they need tp continue their education. 
5fhe Jorejf^ping statistics arid our records show tids to be true. But w;hether 
dr*'not4his. c6n.stitutes a crisis can only be determined 1)y each person's pr 
organisation's co:nmitme. t tu the middle income, family and where these 
families stand in the vauous oi ders of priority. This is the issue which you 
face today. I^is the coritnil qr'AStipn which we feel that yoU must answer. 

Fpr many years our organization has been committed to mi(ldle income 
students alid. their need f assistance., ns well as to low incpnic students. 
Wo are h6_ com mitt ed because tlie Congress mandated, ihat our program be 
primarily for jul(ldlc income stuclcnts at the time it was inaugurated. We 
submit tp .xoy vvPA»r premi.se that tlic effect of =t!ie J-^ducation Amendment-s 
of- 1072 is to cliange tlii.s middle \ucome progranV hovyever inadvertently, 
intc a low income prognni. If oiir premise is valid^.,jEhen wc a.sk you, "It this 
the truc intent or the Congress/' We need to know. Tlie;}puhlic needs to know. 
AVe seck/iiri an.swer from you. (/ 

\So Jis to ^raine tins is.siie, let ns fir.st address oujr.^felvcs to the validity of 
our premise which is that the effect of the new law is to convert tins middle 
Income ^progra hi lnto-a -lo\\ income program. This cj>:. be done by. seeking the 
answers to three basic nue.<?tlons, namely : 

1. What population group will qualify for a subsidized loan wljch school 
aid officers employ the .same neodh te;>t that i.s used , to determine eligibility 
of a^ student for an Educational Opportunity Grant or other federal aid 
targeted towards the most netdy of students? 

The answer to this (|ue.stion i.s self-evi(lent>,If the same needs lest Is used 
tp determine eligilulitj of ^ student for a .subsidized loan as is used to ration 
^limited EOG funds to tlu' neediest of student.i, and that iy the case, then It 
becomes readily, apparout that tl middle incomt student is i^oing to be 
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■mtddic income stmlent to obt-.uii n/suUsidizcd Moan . ^t-cmcly reluctant 

beWndta.needs-test con'PUt«t'°"v^ '':^;.rl°*S ^nv reason It must be 

m 'S^M oSmSinj p,oM.ms lnl,.r.„t i.. 
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to subjectively jud^e each of ilm thousands o£ api)lications wliicli cross 
tlieir desks. And, cveift if their loan voluiue would permit them to do so. 
Qn what basis would they feel coiiifortahle justifying more thaira few changes? 
To date, a little more than 10% of a implications received by guarantee, 
agenoles show any. adjustments heint: inade hy school counselors, and one 
fiiusi ^reinembOr that a significant share of 'these are merely increasing the 
need, -however slightly, on an application already (lemon^>ating some need 
for a loan, :as opposed to taking.ru compiited "ho heed" application, and ad- 
juring itN to ,be^ a "need" applicatipn. 

As regard^ -.the second asiHiCt of the question stated above, lenders tell -iiSr 
thatithey are just as relucti^nt to approve a snbsidizod loan to a *'no need" 
application for fear that a subsequeiit audit would find their justification 
insufficient. This new legislation has thrown, the lender into an environment 
where their (Eligibility to receive .payments of the interest sul)sidy is no 
longer the simple, easily determined matter they were used to dealing with. 
AVe would like ta give an illustration which exaggerates in degree, but not in 
concept, what we are asking the lenders to face. Imagine, if you will, jj\;hat 
would happen L in this program if we were to- issue guarantees, tb; lenders on 
individual Uoans^ conditional lipon our later accejmtance of some form, of Justlr 
-ficatioh on tliosc having been initiaUy written by the lendvr anU placed' in 
the $iiindentV file. Kew loan.s would bt made. Our lenders are not used to 
domg -busintvv*, 4n tliis hi.iniU'r, and i;an i>e uninted on- to li^^ual^- reject any^ 
thing that iK. not 100% certain. \ . 

It is pur firm opinion that lenders will very infrequently take if upon 
themselvesitd- Adjust tlie amountpf loan recommended by a school: 

3. Will lenders make non-subsidized loans? 

If It appears, likely tlmt applications for a student loan will b^-processedr 
by schools, with! respect to the needs test, in a: manner similar to that used^ 
In connection with an application for an EOGj and that relatively, few 
adjustments will he made by schools and' lenders, therirwe must address the 
final question which concerns whether~lehders Avill give equal .consideration 
to applications, which are not eligible for interest subsidjr. In the pa^t, our 
lenders have ;be€h able to save considerable administrative expense 'of nuh-, 
sidized loans by "bulk billing*' the government four times a year on all 
taccoiints. The individual billing of students required, ^in the case of npn- 
subsidized'Joans i.s considerably more costly. Added to that are the collections^ 
and delinquency problems a.ssociatcd with /quarterly collection of interest due^ 
from students who usually have a minihiai income while in school/ Any 
Jhstallment loan of ?er will tell ydu' thht his collections functions, are among 
the most expensive administrative eo.sts he must bear. These interest pay- 
ments to be borne by the students are hot^insigriificant; If a student borrowed 
the current maximum each year^ thrbughout undergraduate school, he would 
be^billed foi-'approximately $130 eve ry^ three months. 

It. is: bur opinion that lenders will make few noh-siibsidized loans. To the 
extent that non-siibsidized; loans are m^^^ feel that they will be made 

to, students who previously obtained a subsidized loan hut who are now 
.fpund^to be ineligible for an additional suhsidi'/.ed loan. TiCnders do feel some 
inoral .obligation to continue f>royi(lirig a.ssistatee to those students. It is 
not . likely, however, that many hon-sliibsidixed loans wiP he made to new: . 
students. , ; , . 

There have been a few reports that the percentage of nontsub-sidized loans 
being made to students has recently increased- Since no proces.sing delay i.s 
as.soclated witli the making of a no'needs-te.st loan, and' because non- 
pubsidized loans are iK'iijfg made to some students wiio previously, obtained a^ 
snbsidized, loan and - snph renewal : Ion ns are usually prbcessed early, and be- 
cause the total number of loan.s being niade to .students generally has declined 
very substantially, it/is not surpri.sing at thisjime of the year that the non^- 
subsidized Joans ma^de to date constitute a relatively larger. j>e ^tage of the 
reduced totar n«m|:mr of Joans, being made to students generally. Miere Is no 
hard^vidcnce yet that the number of non-suhsidized loans being made this year 
^is gifti ter tha n ;du ri n g prior y ea rs, i 



3. The Council Proposal i . • * 

The "15/15 proposal" supported! j)y the NationaliCouncil since the "Summer 
pi! 72" is the only effective, logical ' and equitable solution to the current 
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• ^veT&S"hat borrower ;v--^eeUing..s..^^^ 

-incomes Of less than $lo,0OO, w mcn ^ . ^^t'^,^: ,5*^^^^^^ 
«ntKl.e aajaste.l family income group. 

work wliicly^Iioked.tlie proRrnm at tl.at t^^^^^^^ ^ possibly 

^^stomers , ?'*Xt t is » ^ I'icb tl.ey Historically, bave snp- 

todcrs mve f X,,„-er ami community relationsl.lDS. has 

S^-'hecLe a 1"X r.mtirs'liallillty, thns erash.K.their major rea.on for 

- S^St^^ '^^St^ i-tta'Sr^J^rtliinly cannot a.ree 
that the drop In volume is of n temporary nature. 
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5. Public Aicarcncnn of ThC'CrinU 

XVe .afe just now seeing the tip of the Iceberg in regard to iiumic response 
to the -March 1 changes. Right how, thousands of students are merely Irri- 
^ tited' because of processing delays. It hasn't been revealed to them that they 
might not.be eligible for a subsidized loan, and, therefore, not eligible for 
consideration by'most lenders. What arc we to say to these early calls, now 
just beginning to builcl, from the public and. from* the press. Can anyone 
seriously dispute that the vast majority of middle income student applications 
Willi be processed without any further adjustment being inader by use of the 
same needs tests which targets other federal aid programs to the neediest 
f of the low income students? Can anyone seriously hold out hope to the, middle 
income student that an application for a noii-subsidized loan will receive any 
consideration from the lending community? AVh.at does one say to any middle 
Income family today? Are we going iiito a period of l»onign neglect of the needs 
of the middle income families for loan assistance to educate their children? 
We appear to contradict ourselves when we state to a middle Income -family 
that the $in,00O income limit has been removed, and the maximum loan In- 
creased to -^,500 per academic year, but then say "Forget It You are not 
eligible l>ecause you malce=^910,50p aryear". * 

Unless the-Councirs protwsal is enacted into law at this time, we feel 
that later this year, and to an increasing extent next year, there will be 
Increasing: public awafeiiess of shifts in enrollment patterns brought about 
a result eliminating the middle Income group frorr the student loan program. 
We^predlct; In this regard, that unless the :federal law Is amen de(!, an. ap- 
preciable number of, students will, by the beglnnlng of the Fall semester, begin 
transferring: from prlvatiR educational Institutions to public 'educational insti- 
tutions, causing Increased, financial pressures at both such institutions, an^ 
that further shifts In enrollment patterns away fronf residence institutions to 
institutions within commuting distance** of .students may likewise take place. 
Access to .postsecondary education: and . freedom of cliolce as between educa- 
tional Institutions -for students. Is^belng diminished under, the current law. 

fi. The Necessity For Action liy 7 \c'Corwrcs8 * 

When the bomb exploded during the "Summer of 72", many members^ of 
Congress were quick to explain that the basic purpose In amending the in* 
terest subsidy provisions had been to Increase the availability of loans to 
' borrowers from the higher Income levels and that they ha (i rio Intention of 
decreasing -the availability of loan.s. They were believed. Many were quick to 
claim prior Ignorance 1 of the fact that ellglbiilty/for Interest subsidy and 
eligibility for a Joan were almost always-practlcally* If not legally, one ^ and 
the same. And, they were believed. Almost every one we talkqd to cla lined 
that what was finally regiilated was ifot what lie/ individually or the con- 
ference commit tL^^ collectively, a ^^^^ And, they too were; believed. The 
Congress' swift action last August lent the final touch of credibility to all 
of thoso statements. ^ 

Now jthe Congyess has had a year to" ob.serve behavior thus far under the 
program, fit e months of actual experience* this year under the new law, and 
your sfaff has conducted pointed^ Interviews wltli scliojjls- a rid "lenders across 
the country. Unless today from ^hosc headings, you can flrid ftne tangible 
sh red of hope t hat we ca h ta ke hack^ w Itli us arid Jiol d up t o mid die I ricome 
families: that they will be equitably: treated by the needs tests being used, 
or that schools will suddenly have the ^time, ability, and Inclination to make 
numerous su!)jectb'e judgments on all middle Income loan applications which • 
cross ;thelr /dtsk, or that ihlddle Income lamllles can reasohably believe 4hat 
their lenders will In fact give serious consideration to. making them ah ad- 
rijlnlstratlvely costly non-sulisldized* loan, theri we submit that we have only 
two : choices facihi: us. They are, to take corrective actloii by enacting the 
**15/15 ; proposal" Into law, or to put an end 'to the claim that we are ad- 
ministering a program for the middle Income family by announcing the 
same to the ^public through action or Inaction.* We will attempt to carry oiit 
the true Intent br Congress once It Is nmde manl*est_to us. ^ 
. We appreciate ,the Invitation- to appear before your Subcommittee, 3Tr. 
Chairman, and wlll be happy to attempt to an. swer any. questions that meii hers 
of We commUtee m^y have. Thank you. . , 



^ . MKMcCfABE.3Ir- Chairman, it is a pleasure to appear hwlPf&afty on 
:feehalf ol^the and its boa^ 

L --, of iiKrectbrsiJFor y<^^^^^ * ' . 

Mr^in Edward: A. McCabe,^parther in the Washington-Chicago 
law finh bf3fanelj,l^ark,.Mc^^ servjB. as chairman 

of "^fhejlkmrd of the Student: Loan Marketing Association^ 

Api)earing with me^this gen- 
eraVcounsel of the as^ l!^e are njpst. j^ 
of ' thisssubeom an|l^ are ankioiB»tb ^as^st ''the guaiwteed stur 
dent lbah pro^ |hat appropriate under ou^ 

' stntutoiy jfrenchbe/^ - " ^ ■ . 

* It might be^^^h^^ review briefly for 
jthc ^bSdmriiitteB tlte, obj^ of the* Sti^ent 'I/>ah .Marketing 
^^Visbaatibn wh^^ popularly Igibwh as "Sallie Mae*'' 

Sallic^jMacyis .a Cto cprporation, t6 bc- 

bp«ated' for profit. It was created by - the 1972 aihendmen^^o the 
" Hichfer^EducatiOT ^ / X 

' TTi(k:i)urpb» :o^ SalKe Mae is to provide liquidity to lOTders ^ 
:the CTftrante^ funds iyail-: 

able fer rlehdir^^^ Students binder the prof^m. Sallie 
N s^^^broadrstatutpry authority to d such liquidity, pnmarily 
* through ;^fpfi for ^udent l^ns and By 

ifarehpusing ic^^ ^ / ! 

V Seconda^^ can involve the direct purchase arid 

, jsalci^festudent^^^ also include issuance J)y 

t ^ ^§ft|!»§5Mal^^^^^ or other uMertakiii^ trith^ 

:^psp^iitq^9t6^ order to enhance their marketabilifyj^ 

- - ^^ilje- Mae^s waVfehousinff: operfitions wiU involve ouir actually 

> * :^ni1qn^ loai^ to SAtlift Mae by the 

9^«dtetr^ by the%n(teK involv^ 
^ be 

Hof^vw, tjrid^^^^ ^tttehqusTn^ loans majr not- 

^xoe«d- 8©^^^^ of Ahe ;fa^t.anu)U^^ qT(}^he student loan paper a: 

^li?^nd^^^ Wai^shquses w^ Mae. Proems f iwn siich wafehpu^i^ 

' |oail4>m^^ ih\T^^ :inf additioniipin^ loaiii. In 

- ?nf«jfli3:5%ch^^ ^purcljasing a student loan* 

ifiCTK;a lep' >r? Sallie Mac is^ the-act^b a^ure i^lf that 

_ th^lcndcr dp^^ dL^riminate <>n',the basis of j|l!ace» . S6X4 . color, 
f creefl^ii)!^^^^ the lendejr doe.4 h(^. j^iscfimmate 

by^flUjHn^^^^ b]r his famrty to maintain, other 

- l)ri?55ije^^^^^^^ " 

Afethfcpjt»8epEt^ estjmtvfes thercMs outstanding anproxi-, 

* inately 54M5;bi^ These loans iirgtirisnrc^ 
oitfiei: uhd^f^^^^^^^ 

;Hbn8.,i^ll:ajfe eli^^ Sallic MaeVopei^tionn, s^ as the loan 
jmV^Td ^yas made after the^^ feff^in came Since 

thj^'-^T'edcral nrpfltam; was added to ty^ : States and' private pro-ams 
•5jrl06''>. nearly $6 bullion lihs l>peu loan€Kj:<*o of er 3 miHSbn^^ student^^^^ 
; \ hv many thfjnsapds of lenderfrr^arfi^oi^S^ of the 

I: thrfe giiafantg^^ pf th>5 tjht?11f)ird|rra'm: that is, by thcl Fedeiralf 

tERlC • n:; 
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^^^;^^W^^^^t4^^ ^ubcmtimittee ;khovrs, there has, been a. 
y r^jt^^i^^^^ i^^i^ xrnii lYifl^T wish?to nave tne 



1 



At Drpswt, Sillle Mae has-a s^^^^ 
ner&l^ Wa'rdX ?oi, who is out of the city, today, on Sa^*: 

^l?r^S >#Gw«ie, ^lio os here ^th me today, has W.ap- 

^T^xt^ hnifA'is^lemdi \rith the progress our preadent^^m 

irafiSSS^o i^^^ for this schpol year. We have alrwidy 

tSf JfiSfife^^^^^^ fHfiding^or this purpo^. 

^r^S^lk a973, Sallie MSe announced- ti propf^^d August 
ofeS TW^sha?es of -its comih^^stock; to eli^^^^^^ 
tSSIS fot the most: pdrt. qualified financial and educjitaonal 
TnSSsfSrthe offering m ^aise about $105 m^^^^^ 
AiS SltSds from tHe offering will provide-^ur initial^pitalm- 

fay offeririg^is bciSg manag an undenvn^^team hea*d by 
lih^SdJhers; Ldjnduding Jfcriill Lyg:^^^^^^ 
SmHh ; Morgah:Stariley & Co. ; and JalQmon Brothera, ^ 
^mvitm§)0:in^titutions are qtialifi*^^^^ 

;Mfci"bmi^b?st(^k,andofth^^^^ 
to^be^ediicational iristit It ons: We are ,ma^^^^ 

one.pfthese institiitio^^^ aware of o\ir startup plans and future 

ftwSSis in mind, each eligible holder has already-bwn fiiroished 
^ SJ^ffiiilircirciaa^^^^^ 
BallielSfae 



%lSdESSbe.con^^ 
qfIS S?fetersjS <^^rs,^long with 
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the underwrite!^, cum^ 

sch^iiled; public meieitings in thwe. cities wi^ key pwple fi*^ 
niw(^ education^^ Jmd the niBws m We liayeralso had- Moelleat* 
.^{KH^tim^^ as^^ well as financial p«6pl^ih 

teims^of '^^^ jdurnfJs, newa|eU49i9^^ 

^ ^]nip6|;V cun^aign, of the ajppiroidiqlately^ 

25^^ ekg^bfe -hi)l3ers :^^^be made aware of the oflfermg and^^^ 
opiMniiim j liaTO brouglit 'with feSS^t^^ 

copi^:^of ^he preliimiiaty offering ciwujfer ^which are herng'-di^h-' 
Silted^ oMm ^will Ijsive ifi^ 

witVthe/^bBp^^ . ' 

: We^^zj^DcCitbe M jsmnmon stock to be cpmplc^: bv^ n^^ 

later: thjm;mid*Auj^^ lire f&iida^obUihed: will; then be aya^^able 
t^^Sdlie^Mle. Td prdyide li^mdHy assist^ce^^^^ 
itbeTM^n^^ of l]^redto]» 1^ Sallie 1^ sho^ ini* 

, ^aUr ^^rt/w^ 

MaeV staff/to for mchii pv^^ K'-'' 

, ' at^^etiie m^^^^s^^^ior 
two^fimjdU^ istl^lF^j^x^ 
operati^i^idy;^!^ and staff capability^ 

{adm& than would a program where 
tdire^H|;se^ ^rice whatw in^lved isl^^ 

rely c^ithc^^ of tWp4i^i<^lp^tihg^le£[d^ 
c6Ua^fal;^thl^ iwi^cing Sallie MaeV businc^^^k J 
^ wdrfecohtihue^ "' ^.1/ 

« em|3^^ in an' imt]ttli^i^^|^||b^ 

STib^ntiai^l^^any; 

the s^^ dollar ampun^s^yfq^^i^^ 

li^uiiiife^relief ^t^ participants in the] gns^Ji ^ 
t-jeftam. 1^ effective utiliz^ion of Sj^OO^n^]^^^^^ 
fact tli^B^^ is now of^nttibn^'sllQiifl^^^^^ ' 

si^altdjE Mcoui^ 
c'.^^inieamhj^l^ impac^ ii$ojhep^t|)^- 

o be req^irw.. Thisirmeans Sallie Mae m -iMili fromptiVf^ti&lfolldw 



iisJiuttaJ papitaL with^the sale bf^it^ ; 

wbicli'are authori to Arry the fiilKfiiiHrimd dr^d ' 

-■S|ites.:\_ -p- - " . ■ ^ ■ , 'mM'--' 

'Wo know you^ cpmmittee, Mn ChairmaYji^vid:j^|ving to find^f^ . 
why the dollar volume of Ibah^ the pS||(-:x3>f v 

last yerfr. T^:^^ don^t pi^sume #paVe ready^ 

&.-sn patts tO| T^e believe lende^^liquidity is^ at^rt 

of the problem^h^ can't; be stimj^ wefare ; ' 

confident; tfiaf order we can make aCittajor^^^^^ 

probleni-T-an^^ include t|i^1^|^hsidet1itiq% i^^ '4:^ 

your assessment of the proposals 'which are noT^^BS^re youV .[ 't^ . A ? 

We are aware that the timing of bur activiti^^i^^riticab This :is 
yyhy^ we are^ b^^^ to see 'that^^^M is provide 

fj?^!-?' ?9 i^^Y''] l^^^^ comin|?^ schTOl^^l'. As 

tpns w.e cb^ld v'^^c 
>}tip6ses be<^ ; 
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if I conclude, my comments at this poij^t so that Mr. Green and I 
might respond to questions. . o , r.. i r 

XX Hst of members' of tlie; Board of Directoi'S of the Student Loan 
marketing Association follows:) ' 

' Members of the B^ard of Directors of the Student Loan Marketing 

Association . ^ 

Edward A. MtCabe, Esq. {Chalnnan), Ilamel, Park, McCabe & Saunders, 
Wasbingtoii, VIC. \. « j 

The Honorable Joseph W. Barr {Vice-Chairrnan), Chairman of the Board, 
American Security and Trust CQiiipany, Washington, P.C. 

Dr. Howard E. Brooks {Vice^Chair^nan), Provost, Tlie * Claremont Colleges, 
"Claremont,XaIif, , . 

Oklrs. Cassandra M. Blrnie, Attorney-at-Law, Philadelphia, Pa. • 

Dr. Colin D. Campbell, Professor of Economics, Dartmouth College, Hanover, 

Miss Melissa H. Dempsey, Keystont' Custodian Funds, Inc., Boston,' Mass.** 
Mr, Jobri M. Dossier, Vice President and Treasurer, Macalester College, St. 

Paull Minn. " . .> ' * * . 

Paul tW'. Eggers, Esq,, Attorney-at-Law, Dallas, Tex. 
Dr. Dorothy M. Ford, Wliittier, Calif. 

Mft Morris J, W. Oaebo. President, Johnson & Wales College, Providence, K.I. 
Mr. David B, Hari)er; President. First Independence National Bank of Detroit, 

'Dr^^rge^Ko7,metsky^ Dean, Gradftte School of Business, University of 
Texas Austin Tex. 

Mr. Kenneth V. Larkin, Senior Vice msident. Bank of America, San Francisco, 

' M^*^nford O. I-ec, President and Clminmin of the 'Board, Vanity Fair Cor-, 
poration, Reading, Pa. * / , ^, ^, , ^ , 

Neil McKay, Esq., Executive Vice Preslifeut and Cashier, I irst >ational Ba»k 
of Chicago. Chicago, III. ' ' / • ' * ^ 

•Mr. John W; Mulcahy, Asst. Dean^ Sc^iojA of General Studies, lona College, 

Dr ^Jai^?^ X^^O'Ui^^ Vice- Chairman of tlie ^oard, U.S. Trust Co/npany, 

Pimtp H ^I*otterf Esq., Charles E. Walker Associates. Inc., Washington, D.C. 
Mr. Allan W. Purdy, Director, Student ^Einancial Aid Services, -Uuniversity of 

* Missouri, Columbia, Mo. % ' « , 

Tom B. Scott, Jr., Esq., President, First Federal Savings & Loan Association, 

,Mr.^\Vim"am^L\penc President, First National City Bank, New York City 
^U. 01Iail\. J would like to ask Mr. Muirhead to advise tlie com- 
mittei in what respects the analysis of your department as* to the 
problem in connection with student loans differs from that given 

* us by the staff, if it does in ^xny way, and what actions the depart- 
ment is either takin<? or contemplating? with i*espec^to tjie pVoblem 
that has been described tcPuse by the staff. 

Mr. Mi-iRiiKAi). Thank vou, Mr. Chairman. 

I am pleiijsed to submit my %tenient for the record. First of all, 
Mr. Chairman^ I would like to^oin witli thennembors of the com*- 
mittee in applaudihjr'tlie efforts of tlie staff. I think it has been a 
very sij^nificant exercise they have gone through. Undoubtedly it 
^ will hefi> us in our responsibilities for administering the program. . 

I would like to say that the /guaranteed student loan program, 
among all of the prognuns for which we have responsibility, is the 
one that? is probnbly-^it has probably had more tender, loving care 
and attention than any other program for which we have responsi- 
bility. Tlie suggestions and the report- of the staff we find are quite 
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in accord with what we have found out in our own survey of the 
broblems surrounding the guaranteed loan program at the moment. 
We.continue to have a deep concern about the statistics that we have 
befoji-e iis for the last 4 months in the program. I think it is reason- 
able to assume that we all expected that there \yould be a drop in 
bbth'^the inintber of loans and in the dollar, volume, but I -don't 
think i^ny of us was quite prepare d for the intensit ]j^fJ:iie_droi>)^ 
b^th-m-ttuml)er and on the d^iiFvolume. ] ' • ^ 

We^have mjvjle our analysis and feel that in some respects we havfe 
not been as explfcit a^ we might have been in communicating to both 
the student finarftial aid officers and go to the lender^ the particular 
authorities and flJiKibilities which the reguhitions prpvided them, the 
Tegulatioi^s' flowing from the statute. 

We have taken step.s to, we hope, correct that by sending out a 
letter this week to the student financialr aid officers, and I would 
be §:lad to submit a copy, of that for the Record if you so desire,' 
calling to their attention that a student financial aid officer is in- 
deed empowered to examine the product of the family contribution 
that is produced by the svstem, and to exercise his judmient in deter- 
mining whether or not that is indeed a realistic family contribution. 

We'havc suggested in the/ letter and in the accompanying ma- 
terials what some of tliose^yeasons might be. -In other words, we 
have said the .student financial aid officer is Indeed a professional, 
and we expect him to exercisiB his judgment. We have tried to allay 
what coifcem the student financial aid officer might have as fx> 
wliether m.- n©t such a decision might coine back' to haunt him fol- 
lowing an audit, and wo have indicated that if the student financial 
aid officer follows the directions that ai-e ^et fortli both iti'^the regu- 
lations and in the application blank, and (Ipcyment that in the 
record, then that. will stand iip to an audjt-rdfiew. 

On the other hand, we have found, just as thp staff ditl^^that lenders 
have been reluctant to make a judgment other than the statement or 
the recommendation that Jhas be^ provided ^to them by the college. 
And we have said to the lender that. 

You, too, have flexibiUty. You may Imvt; soino information that was not 
available to the student finanoi.il aid officer. You may know tlic family bettor 
than he did, and consequently you can make a judgment to -say that that 
family contribution really is not realistic because we k^iow the family can't 
find that am6unt of money at this time. 

And if he properly documents that, then we have assured him 
too tl^at that, too, would stand up to audit review. 

We thought that when we re-did the regulations to make a more 
generous interpretation of cost, of education and to provide flexibility 
to the student financial aid ofTicer and to the lender, that we would 
hopefully avoid the same crisis that we had at a comparable period 
last year. It has not worked out c(uite that way. We have hopes, just 
as 1 think tlie staff was i-eporting to you, that the situation will 
improve. 

You kno\y, it would not be candid for me to say to you that the 
situation will return (-> normal, if you fake as normal the operation 
of the program before the amendment. But we do have a feeling 
^ that if you take into, account the student financial aid officers' use 
of the flexible authority that he has, if you take info account that 
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passibly there are a considerable number of student loan applications 
on student financial aid officers' desks now, that they are now turn- 



in*' their attention to with increased devotion Qt^ time, tiiat tne 
.sit!?iation will improve. We hope that it ^rUl improve to the pomt 
whQre we can say with some reasonable assurance tjiat the purpose 
that Congcress had in mind in amending the legislation will be 
-served^and-^that^purpose, as I understand it, Mr. Chairman, was 
that there should be au opportunity for students coming from fami- 
lies above $15,000 to be able to gfet a subsidized loan if they can 
make a good case for it. .t , , x 4. i 

• But by -the same token, tliere should not be available to stiiclents 
under $i 5,000 family income subsidized loans if they do not mcleecl 
need it for the cost of their education. t -n i 

]Vrr. 01Iail\. Mr. MulHiead, here we have— by the way, I will ask 
unanimous consent to inseit in the record at the appropriate point 
' in your testinxonyi^the text of the bulletins dated July 23 tliat have 
^been-seht to schools and to lenders. 
(Tlie bulletins follow:) 

BuLiCTix TO AM, Lending Institutions— The Guajj^teeo Stvuent Lovx 

Pkogram 

MlOORAM OPER.^tlONS 

During the last few mouths, theiv has been a marlied decline in hoth the 
number and dollar volume of loans made to students as compared to a year 
ago. We feel that this reduction may be due, in part, to a need for further 
clarification as to program procedures and the options available to lenders m 
the administration of this program. ' ^ t <w qiq\ 

Bv wav of background, the Education Anieiulments of (I J.. 

specified 'thlit in order for a student to he elifiihle for payn^jMit of Federal in- 
terest benefits, the student must submit to the lender a recommendation by 
the educational institution as to the amount needed by the student to meet 
his educational costs. In making this determination, the school must subtract 
from the cost of education, the expected family contribution D us any other 
resources or student aid which the institutions detfjrunnes to be rcasonaMy 
available to the st^^dent during the period of the loan. •* 

It must he en.phu^ized that the sole pun)ose of the school s recommendat on 
is to help determine .if the student will (pmlify for Federal interest benel ts. 
Any -student, regardless of need, may still receiv(^ an unsnhsidr/ed loan^f the 
lender is willing to assist 'that student. 

Furthermore, lenders may make a subsidized loau^ in ^x^es.^ of the school s 
recommendation (including ji .$0 ri»/:omniendation) * provided that tli^e lemler 
has reason to believe, based on his specialized knowledge of the family s 
* ilnancial situation, .that the schooPs determination of the '"^''^l^^^y^*'* 

contribution" as reported in Part H-Section III of OK Form VJOO- (Mmlout 
Loan Application Supi)lement) .is not realistic. Where the lender makes a 
subsidized loan that exceeds the scliooVs recommendation, the lender has. in 
effeet, adjusted the "expected family contribution/* Lenders should indicate in 
their files tbe basis for exceeding the sclioors recommendation. 

T/^mlers ace encouraged to exercise this option by carefully evaluating the 
"school'Jj recommendation coubled with other inforuiatmii available to them 
hi order that the most equithble judgment be exercised in the pr^f^^ss^"^.. 
tlie s-tudent*.s application. Lenders have been previously provided detailed 
instructions relating to procedures for utilizing the schoors reconiniendatioi) to 
det»'rniinp u Students eligibility for Federal interest benefits. Additional 
copies of these instructions may be obtained from the nearest regional office 
of tl»e Office of Education or the appropriate guarantee agency. 

SPECIAL ALLOWANCE 

'tiie Secretary of Health, Education.'^and Welfare has al)proved the Special 
Allowance at the rate/)f L^ perceutj^pg tf|nnum for the quarter ending .lune 
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30. 1073. It w'W) bo applied to tlie avora^'o (luartorly Imlnnco of loans made 
since A«{?ust 1. llKiO, and still outstanUinj:. All ^udi loans arc elijriblo for the 
.sjiecial allowance, whether or not the loans are eligible for Federal interest 
benefits and n'j:ardU'ss of whether tlie students are in scliool, graeis deferred 
or repayment periods. \ _ . 

_ ^-Lender.s-a re reminded tliat this rate is, b\ law. detiM nnncir restrospt'ctivoly. 
That is, the rate n»i!eets tlie eronomic ertUlitioii.s tliat f\isti»d duriiij: the 
period April 1 throuj:h ,Juni; 30. Thus, the '^'itivc rati* of interest on jsuar- 
unteed loans ihirinp that period ij^ .s^i percent. The note evideneinj: the loan, 
however, nmy not I'eflect a rate higher than 7 i>ereent. 

STUDKNT LOAN MARKKTINO ASSOCIATION (SAI.Ll^: MM') 

On July 10, 1073, .Mr. Kdward A. Fux, President of the Student Loan 
-Market'irtt As.so< latuai. ann< -uiced plan> to ofTrr 700.000 slures of common 
stock to ilijiible Ihnnrial and edn^atioiMl institution.^, raisin;; $lor, million 
for the initial capitalization of ^^.Hlie .Mae, In (»nler to ae<iuaint eligible 
holders more fully with Sallie .Mae and this offennj:. all lenders have been 
invited b\ Sallh* Mae to a nuaiher <»f pr<'^i ntatii>n.s being lield throughout 
the country. .Meud>ers of Sallie .Mae'> nianagenient anil ri»pre.sentatives of the 
several underwi iters will conduct these ii:forn)ation nieetinj^s. 

Sallie Mae's obJcM-tive is to pro\ide liiiuidity to the student loan market. 
Oa.^par \V. Weinberger. Seiretary of iiealrh, Kdneation. ami Welfare (HKW), 
declared lliat Sallie Mae is a milestone in Uie CJoveruinent'.s (ruaranteed 
Student Loan I'lograni ((JSl.lM." SalUe .Mae is eni|)0\\eretl to pro\ ide li(piidity 
through .seitHnlary niaiUet aetivities wni»h in\o!ve the diiert puiehase and 
sale of student ioan.^ .»s well as the i.s.su.tnee b\ Sallie Mae of connuitinents, 
giniranteeh, or i»lher \tmlerti. Kings witii u.spett io student loans. In addition, 
Sallie Mae ean enga^ie in waielamswig operations which involve the making 
of loans to lemU-rs ,se< ored b.v stiident lo.ni.s. .Vilvanee.s nuile in w.nvhousing 
operations n).iy not ex* eed '^O pereent of the f.iee .imoiuit (if the student loan 
collater.il .uid proieeiK from surh wanlionsing ;id\anee.s are re(pnreii tu be 
invested in additional insnreil student loans, 

BUr.I.KTI.N TO Am. SiJ OKM FlNA\(IAI> All) OFFK KK.s— Tin: (JrARANrKKP 

Stiokn I Loan Tiaxat \m 

l)uriug the la^t few nionttis. then* lia^ bien a ni.M'Kul ilei line in both the 
number ami dollar \oliiMie »)f bun?* made to .students us eomp.tred io .i your 
ago. We feel that this reduction ma.v he due. in part, to a ueeil for further 
claritlcntuin ai< to pto^iam pioiedure^ <ind the oiition.s .i\ail.ibU> to i'duc'tional 
institutions in the administration of tlie program. 

By way of baekgiound. the Kdneation Ameiulni'-uts of VM2 (PL, 0J31S) 
speeified that in order for n .stiulent to be eligible for payment of K»'deral 
interest benelits.«>n a ;iii.»ranteed loan, tin student must submit to the lender 
a recomniemlation l)\ the eilneational institution as to tbi' ainotmt needed 
by the .stmlent to meet his eihuational lo.st.s. In inaKitig this ih'ti rniinution, 
the school uinst .sulitiact from the eost of tthnatiou. thi» expeeted family 
iontributioM plus an.\ other lesoune.s or student .lid which the institution de- 
termines to be n (ii<on(ihljf ot*nhihh Jo the stmlentl during tln' perioil of the 
loan. . T j 

It niu.st l»e eniph}isi/.ed tli.it the .sole piui^o.se of tlie .seliool s reeoiiunendation 
is to hell) deteriiiiiu if the student will (pialif.x for Federal inti-rest beneiit.s. 
Anv btmleiit. rei;aidle.ss of need, ni.iy still ieeei\«* an utjsub.^idiicetl [{Kin if the 
lender is willing to as'siijt that stmlent.^ 

Furtlu»rniore. lendeis nia.\ iuaKe a suli^idi/ed, loan in ( xei^ss of the sehool's 
ret ommendation miT* lading reuuitnu ndatiitin i)rovid<il that the lender has 
ren.son t»i beli»ve. h.i.std on hl.s .seju lali/eil knuwledu'e of the family's financial 
.sifinitu)!!. that the « liooT detei nunatuai of the t xiietted f.iiud^ eontributiun is 
Hiot reali.stte. 

The follow :;iiidi'lia( s are [provided to .student linam iai aid oCRcerH /o 
assist them in the administration of th<( Guaranteed Stmlent Loan I»rogram 
and its relation.sidps to other student aid programs: 

1, Student tiinaneial aid oflicers are peiinitted to adjust the expected 
famdy contribution wheie, in tlieir judgment, the amount of the computed 
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family contribution does not renUstically l.ulicate ^^""'t tbelfamily can co„ 
.tribute to tbe cost of education. We strongly .>.com^^^^ 
«M offiopr e-^erelse this option by carefully evaluating the results or tiie ueeus 
S^^tt'^rVefttTthe" mtt equiW 3"d^ent ^« ^^S^Jf 'jh^'e^^jn^^^^^^^^^^ 
t '^^^^tfl'^T^S^t IrKat^^rsS^nt^" S/TcheaK 
7 Jdef thev nmv use^ w^^^^^^ the computed need, as determined by the needs 
InSsU syster is not reasonable. School.s should document the r flies as to 
Z basis f or ^sing one' of these codes. If reasonable docnmentatlon « ste 
iSere should be no concern as to exceptions that may be taken in the future 
by auditors. ^^^^^^^^ ^^^^^^^^ j, Atg^ "'T-,''H°n ' 

requirement that an W eLmeut- of the student's expected fnm ly contribution 
Tn lurh cnxes the Student need complete only the affidavit po:tdon Of 
ForT OB 12l"o Of eourS «m school will still have to certify the student , 
LroTlment cost of education, and other aid deceived on the regular application 
?orm ri tiie case of loans guaranteed by State or private guarantee agencies. 

^Txriolrof'a^ :u.Pmar "v^liahle to and received by a stud.-nt may 
„ot' exceed lils cost of educati(Jii. regardless of when ^,3 
4 If tiip Student receives a guaranteed loan before the institution nas 
«^;rdcd aid it t.sUtutlon must tfeat the guaranteed" loan as a resource 
available to the student towards meeting the cost of e( uoation. 

^ As nrevlouslv indicated, lenders may make a subsidized loan to a stii- 
dent that eSs "lie MVs recommendation. Where this happens the 
fonder has in effect determined a new "eTpevtcd fumily oonlnhutton" if the 
Snt deceives a gii rantced loan (subsidized or not) after the aid package 
b^n aw rde^^ t ^e scl,^ there is no requirement that t ie aid package 
be aSs" e.1 provkle^ that the total aW. including the g^iaranteed loan, jpes^^ot 
exceed the cost of education. . X* , 

Ml- O'llMiA. Now, let me brigdy eomnient on it. It seoms to me 
' wlmt\^.. are tryinfr' to Si.y is, "I^ok, don't ?et all up t.ght over 
what this expected family contribution schedule produces. 

r the bulletin to the financial aid officers, you say "Now remem- 
ber, vou are permitted to adjust.the expected fam. y contribution 
wiieri in your judgment, tlie amount does not realis ically"-and 
so fortl and "We strongly .-ecommend that the financial aid officer 
Sercise tlSs option by nvrefully evaluating the results, of the need- 
iest in order that tlie most equitable judgment be exercised, and so 

^"tnd do^vn in 'u "As previously indicated, lenders may make a 
^ul.'iidv loan to a student .that exceeds the school s rccoinmendation. 

I think, if you will permit me to interpret a little bit 

Mr. Mi'iKiiK.M). Yes. . u „,.,ie. 

Mr. 0'H.\ii.\. 1 think what you are tiying to say la that the luals 
analyses that have been used have put too tight a . ''f, 

program. And you are trying to point out ways to people that tlie.r 
ciin let out a few seiuns here and there and loosen it up some. 

Hut what I am going to suggest is.n.ayhe we need a somewhat 
different garment to start off with. Maybe what the i)roblem is, is 
that the needs iinalysi. schedule that makes sense when you are 
talking about making a gmnt to someone, a scholarship or soine 
other «ort of grant, is not tlio exact sort of needs analysis that you 
N need when vou are talking about ^{laking a loan to .someone. 

Let me amplify. I think that it is perfectly reasonable to say 
to someone who comes to you seeking a grant for his education: 

Well. now. look. I see that your family is making ?11.810 a y™"^- y""^'^ 
equltv in a two-I.edrooni home on a 45.foot lot that is probably worth .$22,000 
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and I know that jmmi ha\e two cars in tlio family, altlionglj they are both rather 
ancient, nevertheless, tliey 'are automobilcs^so what we say tc you is rather 
tlian come here and ask us for that money, wliy don't you refinance the loan. 
You only have 4 more years to go on that mL ^'age and you have been paying 
on it for 16 years. Why don't you start over again, refinance Uie mortgage on 
the house. Why don't you see about selling one of .the carsZ . 

I think that, if someone is going to come to you and sai^, "Give 
me some money tliat I can use for my schooling because it is so im- 
portant that I get a higher education," that it is somewhat reason- 
able to say to them, "First, let us make sure you have done all the 
things you could for yourself." 

But, on the other hand, I am not so sure that when you are only 
l>roposing to loan that person some money, that it is i-ealistic to 
expect that they are willing to pay for a higher education by re- 
financing-tliat home and by getting rid of the second car and a few 
other things. 

Maybe what we need is a diflferent kind of a formula. Now, I was 
not on the ^ imference committee, a fact for which I was grateful at 
the time. A id it simply overwhelms me with joy as I have had a 
chance to look back on it. 

But it seems to me when the conferees said, "We will assume 
need below $15,000", that they were not anticipating that so many 
of those needs determinations would come up showing that that 
need that they assumed was a need for zero dollars. You know, I 
do not think that is where they thought they were heading. Now, 
I would like to have comments irom you and others. 

Lois? , , . 

Ms. KiCE. I would just like to comment,, if I could, and not give 
a long history of needs analysis. The systems for the determination 
of family ability to pay — developed over the last 20 years, were never 
designed to assess family ability to pay for loans for convenience. 

Tne systems were designed initially to do several things. First, 
to provide equity in the treatment of students of similar income levels 
so that they would not be competing with dollars for students. They 
were also designed to distribute equitably very Fcarce resources for 
student aid. 

How do colleges distribute fairly and equitably limited moneys? 
There are no limits to funds supposedly for a program like the 
guaranteed loan program is a loan program. You are quite right in 
saying that this arc .differences between loans and grants we stick to 
the notion tliat the guaranteed loan program is a loan of conveni- 
ence (and I think at times we lose sight of that history of the pro- 
gram) then it is designed for middle-income families necessary to 
say that we have the lea.st knowledge about the disposable income 
of middle- and hi^rh-income families particularly families above 
$12,000 or $15,000 m aunual income. 

We have one .system for the basic irnints program. We have sev- 
eral systems that are used for the co11(^e-based progranis. T wonder 
what wmild happen if we had still another system for the loan 
program, there would l)e public confusion with three or foUr differ- 
ent systems for BEOG's, another for the SEOG- program college 
work study and NDSL, and still another for the Federally insured 
loan program? 
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•There are implications to for the stud(«t. Wlio would be faced 
with a multiplicity of 6utcomes. Then U)o, if we add another systen^ 

this J\ mean in terms of public Pf <^y^^I^,">«„,P"SL 
guaranteed loaA program, to provide loans of convenience, and 
access to loans or to provide loan subsidies. „^„nlP 
This is a question with which this committee will have to grapple 
Do yoiJ wait to have larger subsidies in ihe P™p"" /han you 
currently have,- or is the issue a program tl-^vt ^^akes loans e^ily 
accessible for higher education and provides deferred payments of 
the loans. These are policv issues. Are we attempting to provide a 
loan program easilv accessiblo. to people or to provide subsidies| 
' mat IS the population 'for whom the program wajj designed. Is it 
^ithe current borrowers, many of whom are fromAoderate income 
fainilics or middle income families who seek deferred payments of 
■ the higher education bill. ' , 

Mr. Dku,bnback. Mr. Chairman, I would like *<> follow that for 
just a moment. You lay out, Lois, very well a number of the qaes- 
tions with which we must grapple, ancj I particularly interested 
in what might at this moment be said by you about tw-o things, une 
wlicn we t^k/abont change and the possibility and desirability of 
chanjre legisl*ively, are you recommending ultimately immeaiaie 
versus long rnlige? I would like a distinction between those t^o ^ 
■ Ms. Rice. J was trying to be very careful, not to recommend 

a thill*''. * . . • 

yiv. IWXBACK. I thought you followed the injunction we gave 
to the Ktaff veiT well. There are times we would like to have you on 
the stjvff and there are other times, we would like to push you for a 
recommendation. Then may I ask a second one. 

With the complexities that come with the multiple needs test 
versus the single needs test whicl^ are you recommending for these 
various programs? May we get ydur input on those twof 
/ yU. Rice To trv to be responsive to the first question whether 

there is a need for immediate or if g range legislation ';l!i"'g^- 
, (and I am speaking now fo.r myself and not for the Cli^liili),™ 
long-range change is demanded, jllisforically the program has been 
iwtMu^l hnd patched as crises ha/ve evolved. . i „ 

The time has come, in my view, to #op putting more Patches on 
the (luilt, and to design a new quilt. Iin advocating therefore long- 
nin"e legislative change. . . , . 

I? I iec:ill cori erj-lv the conference on thh educational amcn( nients 
of 1072 itud the debate on that legislation, the guaranteed loan 
program or the federally-insured loan program was gixeii lairlv 
.short shrift in relation to other is.sues of^student aid, institutional 

There.'is a need to look at this program past, pre.«cnt, and future, 
to sj>e what it has accomplished and what it is intended to accoin- 
l)li-li. Rather than make a minor cliange each July and August that 
seems to (it the given circumstiUic -s of tlie moment. I he program 
should 1)0 viewed in its entirety. , w i,„n^ fi,.,f 

Mr T)ri.i-VNi>.A(-K. Just a brief comment. I am pleased to hear that, 
aiul i tliink that both the chairman and I see this time after the 
nns«a<'e of the education amendments of 1972 and before the pro- 
'rram'authoTizations therein run out as a time for the very kind oi 
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lookiii*; thiit \()U aiv n(»\v talkiii*; about and T think tlii.s i.s part of 
whut is involvod today on the second one. 

Afs. Rick. On the second (|Mestioii, there are .stroii<r ar<ruinonts on 
both iiides. T.do not think that I could ar^rue for a means test suitablcv 
to the <ruarantT»e(l loan profxraui that would also be applied to othpr 
'cJ>llefje ba.sed pio<rrain.s. I a^re4», with Mr. O'TIara, that the -other 
pro<ri-ani, SROG, CWSP, and NDSL were desijrued for a veiy, very 
diffei-ent set of purnoses. We .still have scarce ivM)urces in those 
IMo^ri-jinis and it would Iw \(»ry, diflicult to have a needs test desijrned 
for the loan proj:i;ani that would also fit the peculiar needs and 
sraive i-esources o^f a <rraiit or work-study pro<rraiiu \ ^ 

Thai woidtf seenu I know, to ar^xue tor a .series of tests, but T 
tlii'nk I tried to outline earlier that ther^ aivtpros and coi\s on 
both sides of that and T am not certain that the policy decisions that 
T mentioned do not ha\e to be made before we make the determina- 
tion as to whether fliere should l>e one test or two oi- three. 

Mr. Drllkxhaciv. Thank yo;i very much. 

^^r. O'Haiu. Anyone else like to comment? 

Mr. MriunKAU. ^Liy F connnent on Ijo'i^Cs fine contribution? It 
seems to ine that are tryin<r almost an impossible task at the 

•moment, in tliat wo are tryin*; to fit the i)urposc of the ^rnarantced 
loan pro^riam into the purposes of programs t .t are designed to 
open up education opportunity for tlio.se who in financial need. 
T do not think there is any difference of opinion in all of the groups 
here that there is need to provide additional assistance for middle 
income families and with the co.sts of education escalating as tliey 
ai-e, that need is going to becdine even more acute in. the years ahead. 

But it seems to me we onglit to make a distinctTon between pro- 
viding some assi.stance that will enable the middle income family to 
pay iho, higher costs of education without uiuhily intruding into 
their way of life or their assets or requiring them to liquidate assets, 
or tlie like. I feel, you know, compelled to call to your attention 
tliat the guaranteed loan program rep^'esent.s a \ery sizable impact 
on the budget. 1 think sometimes we fail to realize tlnit the carrying 
of the subsidy for the guaranteed loan program — at the present time, 
for example, the request is $310 million. Now*, with this committee 
and with the admuiistration joining together as thoy have in trying 
to use all of the available resources that we can find to (jpen up 
educational opportunities for \onng people from disadxaiitaged 
barkjrround.s, the use of this money competes, of (!Ourhe« with the 
request for basic grants. It competes with^the request for^^.supple 
nientary opportunity giants. It compite.s with requests for college 
work study. It scpms to nie that, picking up the suggestion that 
has l)eeii made here, we need to take a \ery long look at the guar- 
anteed loan pioi/ruMi and its pnrp(»ses and we ma\ \erv well iconic 
tj) the conclusion that the guaranteed loan program does .s'r\e an 
important purpose b«it that it does not neeessaril\ ha.e to «arry a 

^snl>«idy. : ' 

The giniraiiteed loan proirram in its nonsubsid\ foim is indeed 
a \eiy offeitivt* of ludping middle and upper middle income 
fainilie** to get o\er the hump of paying the eollege eost of the .stu- 
d(Mits. Tt provides loans at a mneh lower rate than Aould be nor- 
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..nally available t., a family fining to a bank. It provides a Federal 
cnanuitce and it pi-ovides an extended »-<^l?iS^-»V°"V'f n^iddle 
That, in itself, is a very important contribution to lie piiig middle 
income families,'! would be reluctant to ''S-^^\'*^;Xl'^t.S I 
deal 6f studv-superinipose atiother tyi)e of fuianciitl needs-test 1 
eai-d the com;neiits fmm the staff that t hcTe-; was cons.denible 
criticism of the fmancial needs test -that is no^y in place, 1 woidd 
offei withoi.t. at all trying -to he facetious that the oiily thing worse 
?hni Uiat would be n^t to have it. ^Ve have for 25 years been workup- 
on a way of trying to detcrinin<? wliat a family can reasonably 
expected to contribute to higher t^ducation costs, lUias its frai tie^^^ 
•it \ias it.s inequities, but it Ps the result o^ii great deal of thought 
over a great many years. " , ', 

It s«'rms to me if we are talking about the use of scarcb res(.ui-<es 
and-I have no reason to believe that thcvs- will not^ continue to l)e 
«ca?ce— that we should stick as clo.sely/as we can to finding an efjec- 
tive way to use those resources to achieve the goal we have m -luiua, 
and that is that nol)ody will be denied an onportunity for a post- ^ 
^secondarv education. So, my suggestion would bo that, as- 1 thuiK 
was indicated by (5onm-e.s.sman Dellenback, when fins program comes 
up for wiew, at -Ica.st the siu'cial allowance featuiv .of it corners up , 
for iwiew. that we open up for a full-dress hearing ii^d a full-dre:^s f\ 
investigation as to what is the most effective way to use the gmuan- 
teed loan program to .serve acknowledged needs of muklle, upper 
middle income families. 

Mr. (yil.MU. Yes. , , i i .k 

Mr. Payion. Mr. Chairman, I would like to resimnd on Iwliall ot 

the^ National Council. . , i • • y..„„,. 

Our pai)er has been intmduced into the record and is i\y^\om 
files, and I am sure that each of you will peruse those papei-s. 

I would like to respond very briefly, if I might, to some comments 
made bv\Mi-. Muirhe:fd and Ms. Kice. . 

Mr .Mniihead has indicated to yon that— <-oucurring with yw 
vtatemeiit and Ms. Rices-fhat perhaps the needs tost being used m 
this i)rogram is not workable in t«is type of program. We concur 
with fliat, and have so stilted in our \)i\per. • 

■\t the same time, we earlier indicated to you that the njeinoi-and,uin 
whi<-h .w:* just mailed to the schools should serve to he helpful, and 
we submit to you that if the system doe.sn'f work the memorandum 
won't hi'lp. -Vlnd we submit that the system doesn't work. 

Secondly, M\: Muirhead has just indicated also that t.. ere needs . 
to 'x! a way to hel,. middlc-iucouie families or their children, rather, 
to go to school. \nd ijerhaps the best way to do that would l)e 
thnumh s()ine">foriu of nousi'ibsidized loan. 

Ml' of tjie evidence that h»i been laid Iwfore you by your owu.^ 
4 <tair is to the effect that unsubsidi/.ed loans will .simply not be ma(U» 
» "bv the leiuliug institutions at these low int«rest rates and long terms. . 
<ol 'sulmiif really that the position of the Oflice of P^ducat ion upon ^ 
fiiis ^ssiie is contradictory in ami of itself and is really not facmg 
ui; to what we see is the true crisis. 

You referred to the fact that nerhaps we need a new garmoj^it 
Um referred to it as Iwing a (luilt. We believe that the propo^il 
that. we niacfe to vou, the 15-15 proposal is tlie new garment. \-^e^ 
■ y ' 
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Ibelieve that the $15,000 cutoff level.is in ancLof itself a form of needs 
test, particuhirly when you consider the fact thAt sinc^ 1965, whwi 
the prpgra'm started with the $15,000 limit, inflation has eroded'30.S 
percent, of lhat amount meaning that a 1965 dollar has the pur- 
chasing power todUy. of „69 :cents. The $15,000 in 1965 today has^the 
, purchasing power af $10,455. Tliese are Bureau of Labor statistics* 
• Couple that with the fa^ that tlie cost of room and board and 
tuition ha^dncreased somewhere from 8 to 10 percent a j^ear since 
1965, you areJaced with the issue of »h increase in the price of the 
product of about 80 percent, and less pur<5hasing power of the dollar. 
. ;0f couree personal incomes ha vie gone up, but, not enbugh to offset 
/that; ; . ' / 

We submit, furtlier, that*each year since 1965, increasing numbers 
of families have been excluded iJecalise of the $15,000 limit because 
additional numbers each Xenr began to earn mgre than $15,000. This 
will continue. . . • 

Nowpffn Chairman, I would like, with your permission, to draw 
attention to some jiew statistics' and new figures that are included 
in the testimonjv^vhich you Have-not had., I 

The admiiii^tt-atiou l\,as provided you figures eai-liar at the time 
we testified before the Senate a montli ago. The 'testimon3'' was to 
the effect tlfat the volume in the sfuijent loan program lor-the' 3 
moiitlis, March, Aprtj? and Maj% nationwide, was down "43 percent. ' 
^ I would like to make two points. Xo. 1, the administration figure* 
given to you now and jnost aiiv day, I snppose,^will be a nat&nal 
average figure. So it uidliides what is happening m the Fedewl pro- 
gram and in the.State program, and Con«:ressman Dellenback asked 
an earlier questioil on this point. So on this 'point let me state this. 
Please 'realize \Tf you will that the 27 State and private guarantte 
aeencies whicli we repres^t primarily iii- tli^ eastern part o'f the 
IJnited States — oar, own vohiuie almost in its ejitirety goes to "^tu- 
dents who are attending college.and public vocational schools. 

No m6re^tlran 5.jtb 8 percent of our volume constitutes loans to 
stuflent3 in "the v^oatiohar area, and this ^will vary from State to 
State, but 5 to 10 percent. " ^ ' 

^ - Very, very little ofr bur- volume represents loans being made to 
students fhaj. attend proprietary schools. So we are, Msically — our 
program,* right or wroUg or wlijit not, mWi^t be recognized for what 
it is. ' • ' 

We are servin^r tlic college hound stiuleuts jind .the students at- 
tending the public A^ociU^nal schools, but ver\% very little to the ^ 
proprietaiy schools. 

The Federal program, .on the other hand— and ]V^Ir. Bayer can 
correct ine if I am wrong here, but the information that I have 
out of the Ofiiye^f Education is basically this: The Federal volume 
is not down as mvich as is our jolume in the State agencies. 

But look-closely^at wliat cohiprises the Federal volume'. It is my 
understanding that the qurrent volume, not the average for the last 
6 or 7 y^fn^, but .the current volume in the Federal program, com- 
prises aboitt .TO percent fcans being made to students that are at- 
te'uffci'ig proprietary schools. 

. If this is true, then the indications are that only about 30 percent 
of their volume represents loans to students attending colleges and 
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/*;public'^ocational.«!Vols in the State^in which *that program is 

■'ti§*T!^'fei±liet like to point oiit that of the total Federal volume 
' in^his area, riSiBibwitlgO percent of their current volume of loans 

isibeine ^nade^y ©roprietS^r-schMls acting as liehdere who proce^ 
. the atipiici<oh.ana theii ih^ke theToan direc^y to their own student, 

: So^fliose 1^ are self-serving i* the sense that the lendejr is * 

• makingrthe loan to his own student and Jhat represent* 50 peifeent 
of ithe-Federal. volume. , ; «. ^ r , 

- Now, \vith*hat in mind I would hke to emphjisize that you realize 
who is s^rviiig Whom in the two areas, and then draw your attention 

' to our exhibit A/which relates to the volume in the guaranteed 

'*^lSvf l^S^exliibit A the vdlume for the States, theTiidividu^ 
States, and'anong our group of States— the volumes for the period 
March/throMrh June 1971, and then July .only, m2; hkew^ 
Miireh through June, but July is excluded, <*viously, because thw 
pn^m was not functioning last July. So any .comparison with 
, that month would be out of kilter. And then our volume Mardi 
/Ih'rough June 1973, and then our volume m July. . ' 

/ /Now, how did I get our volume in July, because the month hasnt 
- «id«d? me make that clear finpt.. . 
" 'I had all of our guairantee- ag&icies report .to me by phone by 
Monday of this iVeek their volume through July 20, and I ^t«l 
in the footnote that I have increased that volume by 50 perceiit to 
estimate their full month's volume through the end of the month. 
-Now, you can.look-at the individual jState statistics. They are 

• pnicticaUy all minuses. Wherever you see- a plus I woidd caution 

• you that there are unusual circumstances which account for a tem- 
porary plus in those States. , t 

However, m 1973, for tiie 4-month period March through June 
of 1973, fcompared to Majch through June of 1972, you will note 
^ that in our States our vo^me was down 50 percent. That is higher 
than>the 43 percent natiWhJ average. ' , 

- If .we cbmpare July, 1973, volume to, July of 1971, our volume 
was down 49 percent. * xt _^ 
• ' Now, I have separated this for the simple fact that a montli a^ 
we were told "Don't Ivc silarn:'^d,- just wait, because the paper is 
out and it will be comihg in in July." ' ^ 

These facts /lo not show any pickup this month. " 

I would like to po'nt out another important tBct. The State of 
New York .is a very large State and what happens ttwae 'affects 
our figiuws. New York, because of linternal reasons, had a- drop 
. last year so their cl;ange between la^.jSpr and this 'year is not 
as significant. * . » , . » . -.11*. 

Ivhave noted that if you exclude New York's figures jmd look at 
.the' rest of us. our decline, Mr. Cl\airman, is 60 percent ^ oot 
volume.- And in some States this run* up to a» high as 74, 78, (», 
percent* • ^ •/ * 

On exhibit B I have giv^ you for the same Stages their lota 
volume for the same 5-mon'th period, March through July, dating 
all the - way back to 1P68. / 
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It is ix»adily aiJpai-ent that for tliis year^ ll>7i5, with 2, $107 million 
volume, jve arc almost back to the 1968 level of 6 years ago. That 
same information is repi^esented cn the bar chart attach^, 

Mr. Chuinnan, if\I mi<;ht have '2 or more mhiutes, the issue 
before u» is whethexN^r not thel'e is a crisis in tltfe loan pvcgram. 
-.The facts and the,stjitistics I havtj just referred to wduld maicate 
a serious !crisi§. Our paper docuSiients tha£i;crisis, 

concur right down tile line with the findijD^*£ the progranyir 
i-elated^problems 'as repoiied to you bv your ^ffl ^ 
• Now, the issue, hoWever, we feel, boils down to one <]iiestion and 
one question puly^ and timt is whether or not Congress* intends this, 
pro^m to provide loan financial assistance 1^ the middle-income 
families of America, 

•^itfr^ Chairman, we think' you have to ^decide that issue. Do you 
Jutend or do you not intend to^jielp the children of 'middle-income 
iaiailies? \> ^% \ ' 

Oar facts and our belief is that the effect of the 1972 amendments 
isltto exdude, basiimlly^ 'whether intentionally or not, tjiis^^ loan 
prograin f rom the cnildren of the middle-income families, And we 
submit to yon that under the» current law and the. current recuia- 
tions, tlii^j>ro^ram is being target^ tovthe low-income familyY 

This isT?1>ft8ic fact, as has been stated by you and by Lois. Once^ 
^y^u .adhiit the fact that when you impose upon this pn^^ram the 
tise of a needs test designed to parcel out limited funds such as 
S.E.O.G. funds to the neediest of the needy) then* Au are talking 
about not only the low income, but the lowest of . tlie Ipvy; income^- 
in ttrms of^need. * 

. "When you tell this Nation, 8.000 institutjons with multiple aid 
personnel in--them. tlmt you u^ a system and then you use your 
subjective judgment anjd p;"ostitut« the s}'stem, then we are not 
being honest with ourselves. 

One other point. \Vlien we speifk with parents and childreh And 
we say "Yes, ybn know the student loan proiynim has l^een liberal- 
ized; a^$15,006 limit has l>een taken off: maximum loans. have been 
increased to $2500; but don't ap,ply- because you make ^0,50Q," >ve 
are in a contradictory nositiou of saying "Limits have been removed 
but yorf^re excludeci.'' 

List year,* last sunmier; when tlie crisis of i972 erupted, many 
Meriibers of Congress were quiok, when we contacted th^'rti, to ex- 

Slain that the basic purpose of amendiniy the program last year 
ad been to increase the avjfilahility of loans to borrowers from 
higher income levels who had mnltiple rhijdren in college, those 
going to high-cost schools wiio* might need more than,, $1,500, and 
that -they had no intention of decreasiu^r the availability of loans. 
And they were Wieved^ last summer when they told .us that. 
i Ot.her Members of Concrress werp quick to clainf that tliey were 
ifirnorant of tim fact that t)ie pli^ihjlity of a student fpra subsidized 
lotm in effect controlled his alrtlity to get a loan of any type. Wlien 
(hey professed, iirnomnce of that fact, we believed them, also. And 
uimest every Congressman T^e- talked with claimed that 'what was 
fin^ll]^ l^guiated was not what he ijjfdividuall^ or the conference 
committee collectively intended. And they were believed. And then 
wban OongxWB acted in August to -foil it back until March of this 
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year, that lent" credibility -to those statements made \o lis and we 
ffi^pated hearings then, .and in fact hearings were scheduled, 
but they were canceled. . . , ^ ^i. • w.. oeir 

So we have gone into it. This .is the S-mpnth experience, m ask 
ymt^ Hl us today and to tell this Nation whether or not you 
miend the program to help middle-income families. 
Ser wf do or we don't. If we do we submit to you that 
' thfti is only one remedy and that is legislative, and we .think it is 

. ^^T^ not ,«ie best quilt, but it has taken 25 years, Mr. | 
Mfiifhead, to get .what we have now. . ■ . ?' 

I S't beiiivs we have the Collective wisdom m ihe next few ^ 
wi A dSi^ a now qiiilt. We know that 1^15 worked before. 
The 15-^15 a better proposition. « , . . 

Mr. O'Haky. Mr. Payton, in effect your proposal is, a ^ 
• a change in the needs test. In other words, you are gomg to a^e 
a need of $1500 f6r someone who has an income not m excess of 
$15,000, right ? - > . * ' 

W O'Haiw". That is sort of a basic assumption. And then if 
thev waiit-if they are under $15,000 and want more than that, 
and the needs test comes tnto play, a needs formula, right? 

Mr. Pavi-on. Yes^, sir. \ 

^Mfl^E' Aiid'-if they make more than $15,000, th^en they ' 
have a needs formula, that conies into play right? 

O'JuSi. S?' really .what you up« saying that you noed 'a 
diffeiijnt kind of a test for a different kind of a program. 
»Mrs. Edwards. Mr.- Chairman 

M^.^E?w^ns^f lould like to say, first of ali; that we too, the 
. financial aid administratoi-s, have yer>' deep conQSI)! about t^^ ; 
miXre of students whl have not been able to obtai^ these loans' 
S ordfr ?o en er schools this fall. We recognrze there has, been -a 
SnsideraWe drop since March 1, 1073. We are eqiially aware of ^ ^ 
?Kmber and the variety of reasons and factors which contribirte . 
to this. So we have already, in our paper said tJiat we thmk, and 
we Tone, and we strongly urge that yonr body w^l take a loii^,*hard, 
TrS look at the prosrrani in its totality over tho nest few mc^ths, 
Tml we aS hopcfiS that^you in your wisdom will then.^om^^up • 
' wToi a program which is acceptable to the lender and which will 
ni nJliilable to tlie students these funds they need in order to 

^°Vt tSie time we are saying, however that 'there is an im- 1 
micy involved here. ^We. would hope also that yon would take 
sLe iiterim action to Vclieve the situation at present. , 
Wo say, further, that Vertainlv 15-15 will relievj the situationj 
That is oAe very good way of doing it. And we do -view -this a^ 

■ ^Ker wafof'^oin., it possibly would be to say that the guar^. 
teed loan may be -used to replace parental contribution. Tliere its 
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^v^, muph^ik^^ this '"present situaii^n, iW present confusion, 

y ' *,beoiftl§e *sibVidkhy»\1&^ regulations^ a;re;"jiot - oleal:, ^ 
' - i^ifii^i^l/t^^ niany lend^j jSlta probably the aid. officers 

J , 1^ Jiave;i^^ so much-^ffeca^iB^:!!; is not stated so that; we 

A j^Mi.lhi^^^^^ our fronds want 

. . • ' t^^^ ^^^i^'^H^^o''^^^ '^te' waab to, be 'able^^o do 30 these students can. get 

l ' f/ / jl^^CO^fiiR^^^ and I wiil ;let 

f ' / ^. oth<ir;viug^t^B,d^^ Let me just sa^ this. 

-k. . it^C^'j'^ ig9P^¥ student- assistance 

- / - ^/.progiam get later x)n into 

. , tfie jjeair, .or qbtitse tiot !^ifli ^tiy initi^i'^o^^^ this immediate pro-, 
.^.A- -i-ij^ x'^ try to ^t^e^up this problem 




•^vvvv . v^T.. - . • - ' things I am yery interested in, is 
Jms/ wKofe:;^^^^ what percentage of the loans under this 

. pWg)c^ students at proprietary institutions as com- 

pared: to wH^t;P^rcen^p6 of ^he total post-secondary-student group 
' .y ;?iti^^ try to figiire out-^f course, as^fr. 

I^Ayt^h.vp^^^ there is a ^al incentive there for the fender. 

I ididjr/ourlftiejids from the ABA haven't said much so far. But 
.one of th§^.:Jproblems, of course/ is that most banks, commercial 
banks, doh^.jsugg^ they feel anv great Jficentive to enter into 
the.se loans. But I* know that if they were operating a school, if 
the First Ifatidhftl Bank of New* York was owned and operated 
by Colum^a University^ it woijld feel a great deal of concern 
about hovSfSnany kids^ got loans to attend Columbia. And they 
would have ^'^ll^E^ great program going to make those loans. So 
'^that is siiotljfee^ctor we .want to look at at that time. 

But I dbn^t 'wtint to really get JJnto it now. * 
Mr.. LeHi]^n, did yon have something? 

Mr. Leiimax. Yes, Mr. Cliairman, for ju^b a second before we 
go to the quorum. 

You know, I get awfullv tired of need as a basis of student help 
from the 'standpoint of when they first get to the free limch pro- 
gram in kindercfarten, the whole student aid program is based on 
need and I don^t know what the answer is, but T know that a. family 
of $20,000 or $25,0OQ> maybe two-income people, when, they finally 
get to the point in liie where they have 20 or 25 years of wOrk, all 
of a sudden if their kids want to sro to college they are 'strapped 
again. And to*me, I think one of these days we are just going to 
have to throw out this whole need concept because *the amount of 
families that are really in the income brackets above the $20,000 
or $25,000 are not that big anyhow. 

I wouljl just like to see us one- day deal with the problems that 
really exist. We really should do it and throw out the whple need 
ns a basis of student loans. 

I can't see that in this session. But the whole nei^d concept from 
kindergarten to college T think is going to have to be reevaluated 
because the problems of administration^ the inequities involved in 
it. arc going to be greater and greater every time. 
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xfv n'liAPA We are iroinff to recess to answer the bells, but I 
wa^-t?S^kl^lSntu s^omething to think Ubout wlule he . 

"t^spS^ AoSaU Oreg., a couple of weeks ago I advocated" ^ 
at kost 2 years of free education after high school. 1 

' r aASabout that. We will be back in ten 

minutes^. ^ 

4?*ot1aka The committee will come to order. : 
I would iTke tJ resume the scission by noting the PF^'^^XTlohn 
room of the newly confirmed Commissioner of Education, Mr./John 

^rnmmi<«ioner— vou are no longfer theOLcting Commissioner, and 
I wish to exp'ss Tbehalf of alfthe.'members of the subcommittee 
ouTcSngrattSations on the confirmation -of your appointment. 

because I think this is really a significant action bsr the other bod^- 
Thev are finally getting through their convolutions and dWys 
S^solremSfly characterize the other end of the Capitol. We 

.^''argllluf T& heaven we are not subject to that. [Laughter.] ^ 

Mr oSllT^We'were^ln the middle of a very interesting dis- 
cussion of some of the problems that the giiaranteed stujnt loan 
program has faced at the time we recessed and were so rudely 
fnterrupted hf some lonesome character over on the floor of the 

^M?'Dellenback. We haVe another comment someone would like 
to mike and the bankers I haven't heard from. 

Mr Ptnmy. Yes. I had previously given my name as Alan Furdy. 
I would like to state one other credential, namely that I have two 
children in cbllege. [Laughter.] , y * i «,npV, middip 

Also, I have already graduated two, and I feel very much middle 

'T do want to congratulate the committee and its staff for the, 
I think, very comprehensive report broucht in from the field. As 
we won d saT in Missouri, we are for it 1,000 percent. Uf^^R^j^^-] ' 
m7t)klJnback. Does that conclude your testimony? [Batighter.] 
Mr PWTI want to make one further historical ol^rvation, 
t,hftt as th(^ financial aid -program has developed, we; did indeed come 
0 to the place in 1965-66 whet^ we felt there was « need for some 
assistance to the middle-income group, ^ow, liow m£h asa^anc« is 
given, of course, as you know, has Wn debated every year since 
til en 

T feel it is the congressional intent, that we not forget this group. 
How much money is to be spent on It gets down ^.a p^losqp^^^^^ 
problem. It is almost like how mnch unemployment is aco^^ 

Now, our society has to face questions Jti^e this. I think we have 
swnng'the pend/um and right now we Are feeling a squeew that 
periwps the pendulum has swung a little too far toward making 
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credit too tiglit for this group wlio, indeed, need a source of credit 
•right now.*/ 

Mir. 0'HAit\. Thank you,1Hr. Purdy. • ^ 
' I iwnder If our friends from the American Bankei*s' Association 
would like to comment on the discussion we have had Vind the find- 
iujrs of the staff. • • r . * ^ 

'Mn J,AYNES.I Yes, Mr. O'HaraJ^We hrfve h^n trying to ^11 our 
membersl\iir across^he country. I think we find a great deal of simi- 
larity between our findings, both verbally and by a qifestionnaire 
nnd^-Mr. Trarrisoii's findings. V/ 

Mle Are\irf/the throes, .still, of a .sui^vey that I tmnk we will be 
ready to^fcod^^ for this committee by tomorrow or the?fir.st part of 
the week, 'Tliis <was initiated at the request oi tjie Senate Education 
Committee. \They had asked ijf a few questions, and consequently 
we haji startfeTl our questionnaire for .them. , J^t , 

A couple bf the things- that have come out of that .survey, ah 
though' they are prelimiriary in natui^e, I would like to share with 
you at. this prly date. . • * ^ 

From a sttmple— it is a I'andom sample we feel out ^our 14,000 
membership— tnat consists of about 2000 banks — of that member- 
ship we find .that the loan demand 4imong our membership appears 
to pe approximately 20 percent down from the previous year. 
\ We do find some modest increase in the amount of each loan'that 
is how being made. Obviously the change in the amounts allow that. 
, So there' is an increase in the individual ones. 
^ We find that, in response to whether banks at this time liave funds 
available for an influx at the latter part of this mont}i in preparation 
for possibly an pnsurge of loans coming up in Augusts— for the n^ost 
'^part we find that the bank.< are prepared to handle the iifflux that 
they expect. » • • 

Whether that is more than — ^yhether it is actually mor^e- than 
they expect or/not, it is difficult to tell at this time.^^ 
* We have identified the fact that anywhere .fifei — well, approxi- 
mately 20 ]:>e\-cent of our hankers, indicate that there are problems 
m the systenv, that there is probably backlog of applications. 

T tJiink. they are not aware of some of the ramifications of the 
need* te.sts.^1 think they are concerned about the needs test. Bnt in 
fepserice the/oanker has really been taken out of the approval and 
credit granting situation \jiero. 

'The banker who has — or any lender, and banks represent 72 per- 
cent of ^le volume (jtutstandin^ now— the credit man whoprocesses 
these loans, who is instructed or. taught how to make loans, .really 
has no aiithority to do tlu\t. His real •deci.sion now is "Do -we have 
enou'^h funds to handle the demtind," and can we do it economically 
so it is not \\ loss leader. And I think those are.the principal prob- 
lems. . ^ 

A.s the committee addresses this issue I would saj do not sell the' 
trredit man shoii, the man who, has done this all his life or intends 
'to do it for the bulk of his life, bringing the credit man back into 
the program in some way. ^ \ 

I think at the present time the financial aid officer is making 
the bulk of the decisions. Because of that, along with the wisdom of 
the Congress in establishing the need test,\l think you will find 
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unleash « now inflow <'/jlll>\'^''^. ' others feel 

find tjmt particularly « '^^•^^'^ j,, „r ,o ui preparation 

that they have made loan he .«t inont J ^^^^^ ^ust 

for this new acadennc year, n d f tin M. us^^ n 

the- l^inker do to.«o l«Tvk and 3, ' 'U " o\, do with him? - 

qualified for the $275 ' " ^JJt er 1 a\ oc «.-s, ^^e can't 
l;j!V^t^yn;T™lS! lir-yspIoLahly for the problems 

that will he resultni". - ■ ■ • .' - 

■ We find it is " i''t''«l\'^;!^"'''lVw'";=k vou one further qu.estiQn. 
Mr. O'HarN. I ^^-""''l r d^ which' states 

i.'nd the fourth paragraph: , , nf ,1,0 .ciiooi's 

. • K»nnorn.or... .-^ors ...ay n.n Uo Z^^^^^^t^ 

finunclnl slUiatlon ... 

such judgments Do y"M / « * ,e„c ei » ck the' business? 
tolendinfi '"stitutions^NN. put lu- l^" 'J'^'^ , j,,^^ ^1,^,^ is a 

staff-wise, moiley-wise, so Jj^i ,en.inded of this. I 

mended loan. . „. i,a\'p really 

Bankers recognize that that inaj " >^ ^""U'^-qq ^ ' on an un- 
<hcen making, then, once again, the $1,000, $l,oUU loan, 01 

subsidized basis. \„,)^„^ of this It is not something I 
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now. They are supyortivo of the students', need through graduation 
and thev-will try to handle it thiitest way they can. 
* Mr. O'l^AUA. But aren't yon really saying that when we change 
the program to one where n^eds analysis was required that you 
Were able to Jive fairly well witli the old program in terin§ of the 
• subsidized loans and tlip §15,000, and you had quite a bit of dis- 
cretion as to how much vou would loan in terms of a subsidized loan, 
and then— or you would be able to live with a svstem that gave you 
a different kind o^' a guidance, maybe a' 15/15*' system that simply 
said *'Okay, $l,oOO if you are under $15,000, and wkhout checking 
need, ' but when it got into a question of a need determination that 
somebody else makes, that you would have to, in effect, vary or find 
unsatisfactoiy for some reason before you went beyond the amount 
found to be needed— that that put the damper on your doing so 

Some will do it but for the most pa it 

Mr. Jaynks. The banker really does not get the information of the' 
needs test. 

Mr.. P'rL\iLv. Xot only that, but wlien ,the loan comes, this sheet 
' of paper thai says, "All right, now, the need has been determined 
and it IS X dollai-s," that you can tell him all you want that he can 
make a separate determination of hrs own, but he iv^ reluctant to 
get into it because he is afraid someone will come along later and 
yhoot him down and say, "On what basis did you determine there 
was a need in excess of the need found under this well-established 
formula by someone who is an expert"? 

Mr, ZuvER. Mr. Chairipan, besides the financial aid officer haviiK^ 
all the data before him, I "think that the— in answer to a question 
raised by Mr. Iluber earlier— I think probably the person making 
tiie loan in the bank is not middle management, he is certainly lower 
middle management. He reports to somebody else. He is going to be 
critical of any change. ^ 

I think that if we can agi-ee on /anything— there would normally 
be 14,000 opinions from our banks on what should be done with 
this program... 

However, we can agree on one thing, that there has to 'be a 
different needs determination for a student who receives a grant 
as opposed to a student who borrows money and is going to repay it 

I think that was one of your first suggestions, and a number of 
bankersiiave also suggested this. 

Mr. 0'H\nA. About a change in the law, it has been suggested to 

that some people have said "Oh, for God's sake, don't go changing 
anything now. If you change, it will throw-^hefo we are nearing the 
finish lino, we have a month to go, and if all of a sudden the rules 
are changed"— I don't know, some sav that would be okay and other 
say it would not. 

Mr. Jaynes. I would say from the lender's standpoint that the . 
lender probably would not prefer to have it changed until after the 
opening of the academic year, possibly the second quarter or some- 
thing like that. 

We feel we are going to be subject to criticism by public, the 
studints, the schools, the Congress. It is just a tough thing to change, 
" AJ^t ^® beginning of this academic year. 

Mr. O YlxRA. Mr. McCabe, I know you have found the discussion 
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interesting. Do yon luvM«. anything-it doesn't really directly in'volvS ^ 

'^•«C.tiS^nn.edi.toly. it occurs to though, Mr. Cha^- 
mm, in- listening, -that maybe v e can bring a cheery note to your 

V?"b'li\KA. I would like to hear one. [L!ui<j;hter.] 
Mr MgC u f. There are a lot of parts to the problem and we are 
not wii enoS. to know tie answers to each, but we do think one 
Si of tirS^ .-.s loader liquidity, and this, of course, .s jjat 
!lte Student Loan Market ng Ai.socmt.on 

to We are ^«ithin a couple of days or 2 weeks, i }^ould guess, oi 
enterinjr into the nionev market in a rather substantial way. 

r. st exnandin.' on iny prepared statement ony to this extent, I 
^vo 1 sav tl at ^t•o do expect that we will have a majoy impact on 
^e in. iJity^ aifd that we will brinji some ma3or elejiient 

of relief in th s regard to lenders in time for tins school year 

I wouil .vot want to speculate i-ight now O'l ^umbers becai^ 
while are not subject to .the ordinary ^-e^^'l^V""' Vifn for 
v't noveVtholess we do ^vant to he careful and not projt!ct too far. 

But i wo Id like to be as helpful as we can m g.vmg you some 
aria of the ballpark in which we hope to function. We are currently 
under tlie leadership of ati un.lerwnting team of I^hman B^^ others, 
MpiM-ill Lvnch, Solon FwotluM-s, and Morgan and Stanley. 

Vve are in t1.o proc-ess of going into the market w.th something an 
exK'ss of $100 million in Sailie Mae's securities. / 

We fee verv promi.tiy after we have accomplished this, wlmh 
-l.«. . d be in tiie next i weeks or thereabouts, we will be able to 
£ "4 th t V^^^ nn<l then have substantial ""'^^^'V^^ '^^J^f ] ^ 
,„ tiio^o banks and other lenders who in turn mu>t deal with the 

'^'Sat: in a nutsiieli. 1 tiiink, is tiie hopeful, encouraging word wc 
i!ii<'ht leave with von thi;; morning. . 

\I - O'llMtA. Thank von. And I recognize your hesitancy to go 
i„t« anv .M-eater detail than that, although 1 must say you nave given 
!! nSe^infonnation than the Aineii,.ui farmer got about the 

n;:- O 'mL' Of f-^m^f ?uu.- is ..f .i... essence here, biit you are 
hopinir to hCr-l vvond.T. is there .ny avvarenoss on the part of the 

hanks of what 

Mr. .F \yNi>^. Oh. ves. 

Mr 0'll.\i:.\ Icontinningl. Of Sallie Mae? 

Mr. ZrvKit. Wo luu<- l»fi. "aitin- sin.e the educat.o,. an.cndment 
of'lOT-' for this, and I-mhmI lor it in lOfiS. 

Mr rwvM Th-.t hh> l-on <.ne of the in-mcipal things we have 
...pporlod ami pMrsucl for irood number of years before your 

''''mI-'o'TI\k\ TV. von bcliev.. th.-t if the sort of a<-tion that you 
ha've heard m.M.ti.me.l h.-re wore t„ take placo in the next coupe 
o weeks with the apr.n.priate foll.,w-iip on that, tha it would, 
indeed, free up some- in<-rea-.' the volnme of loans in the last few 

AH- 'Ztvrn T don't believe «o. T think that wc are still talking 
;,i>out thc i)rol.lcm we have with tbnt needs test. I think bankers 
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would be de)i/;hted to sei^ Sullie Mae purchase the paper from theui. 
But I don*t think this is going to make a dramatic change in the 
present program. 

I thiiiK everybody has come to the conclusion that the needs test 
seems to have put the plug in the pipeline. I don't see how Sallic 
I^Iae would improve it greatly, given the present problem. 

Mr. Jaynks. I think once they stait in, though, I think other 
banks will be — some banks would be encouraged to enter the market 
where they may not now, or ^vhere they feel they have dedicated 
:.s many assets to the program as they can 

Mr. OTIaua. I tliink there are some banks that say, "Well, look, 
we liave handled our share of this demand, and we don't want an}' 
more of that," you know. 

Mr. Paytou? 

Mr. Pay'i'on. Mr. Chairman, one comniont. I have to appreciate 
the statement Chuck nuxde in regard to Sallie Mae, I think within 
time it would help ea.^e the liquidity problem — that is, tlie turnover 
of money. Banks would like Sallie Mae to warehouse and pui'chase 
some of the- paper. 

I don't believe— and I agree with Chuck, here — that it would 
have any effect ni)on the volume of loans being nuide to students 
immediately oi- anything that you could really put your finger on 
witliiu the next year op two. 

It would sweeten the situation in the sense that it would restore 
a liittle bit of confidence to the banker that this is iroing to conu» 
about, and that they can ccnitinue, at least, with what they ha\e 
been doine: in past yeai*s. 

Chuck, again, hit the nail on the head when he said the problem 
goes back to the needs te.st. Xow, this needs test, or tlie current 
situation, let's caM it that, is, as a matter of fact, causing us to lose 
lender good will. We are losing some participation of lendei*s in 
total. They are cutting off. Among otlier lenders we are losing 
the volume ofj participation in that they are cutting bnck. 

Wliat I am saying, Mr. Chainnan, is that tlie \\m]f^ test in the 
current situation has put a.miirhtv bad taste in the lender's month. 
The Idnger we wait without taking action, the more .serious this 
problem will become. This is why we urge you to take action l)efore 
the congressional recess. 

With all duo regard to Mr. Jaynes, we are convinced that heln is 
needed before the fall .school term opens, not during the fall or 
by Jamiary. Students need it now and T would like you to hear 
in mind that last year Congress acted in a period of 7*2 houi*s, T 
think, and it immediately cleared up the situation. Tlie pipeline 
became nnclogged. 

N*ow we hear the arirunient, "Well, if you chancre it, it would 
create confusion.'' Mr. Chairman, our banks, the lender.s, don't want 
change that brings about a new wrinkle. 

But our bankers, once they imdei-stand what chancre we are talk- 
ing about, namely the 1" 15, in onr conversations accept that change 
because if is not a new wrinkle, it is a chauire to go back to what 
we had l>efore. 
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One other pomt, if you would allow n.c to inukc it. The confusion 

thS is so ia'ramo«nt\oday is ^"^^^r^tS^ "ZtZ 
their home town who wulks into the bunk and s ys ^^^^J' J^^^,*^^ 
me a loan f ' Last year he cm, d give hnn an ^f;^^!;, -"^ ji^St 
is under $15,000, we can do it.* Tins year, .Mr. C «iraiin, i»e ca" «' 
tell him He says, "Yon can apply and you can Idl ont ti e papc - 
work Some of the paper goes to Princeton, sOnie goc« here and 
Tme gSTtLere, and^then if the aid olhcer over at the college tells 

'^■^Z£t^:'S^l^ i" a state of confusion be- 
ca^^rfor'tirfi^t thne they re unable to look the, r ens o,,.er ,n 

s hiTo' ;^ir;.Vs;iv- aidit^y^e ^sx^ 

^''now "fhat^'confusion wov.ld l« elin.inated hy this change and 
this chaiige is g( i>'fJ l>"<-k *<> ^^l'"* ^^'^ hefo,e„ot somet ung 
d ffercnl The.efo,e it wonld Ik^ ,oadily understood, and with a 
o Si-griph n.e......-a..da, Mr. Mnirlu^ad could ,nake ,t very c^.u- 

to the hanks now that .u,de,- $15,000 a,c ehgihlc with no ;-t,,ng>, 
attaciied and no (lualifications. and no d()cn,nentat,()n. 
That is all. 

\U Wrvvnunn? I think with respect to our lender participation 
und thl\-i:w tini' tilcy hohl of changJ, at least the lenc^rs I h^^^^^ 
hilk-od to I ,eallv it'frrct to support a couple of obbervat,ons that 
Jib ma In thc> on^ or two ilistances that I fo.in.l that a lender 
was not ,eady to snpport u change, it was f-;'- 
was satisfied with the decease of piessure that was put on hnn 
for increased loa,i volinnc. . 

The needs analysis p,-ocedn,es gave then, a <'0"v«^''7't exc.,se, 
if vo,i want to call it that, to do what they have wanted <> f«' 
a Ion- ti.ne now. 1 regret that we have pn.v.ded then, w,tl, that 
Louse, an.l I wonhl think that a ,-e,.,oval of t l,.,s ^^^^^ 
for a large pa,t, see a ,esto,-at,on of pai-t,c,pati(», at the s.une 
Ifvel ll,at"we l,ave p,vvionsly enjoyed. 

Mr mUnx. Of con,>e. von wouhl have at least this p,ohlem, 
%vonld„-t von-voii know. e\en as.snn,M,<r— ar,d you aie very per- 

,",si ve. a,Hl .M,. Payton i. ve. v pe,snasive-l.ut let ns assn,Tie that 
when M,-. Ottina a,',d ^h: Muirhead mount the,r hordes and head 
Lack for HEW. that a holt stiikes then, on the way and that wliei 
thev arrive hack theie. thev jump ri-ht onto th« nnmeoTiaph aixi 
stail <rrinding ont announcements that l-Vl.^. \\,11 1h' the oidcr of the 

OK, now lets just assnme that. Today is the 2(5tl, of .Inly. Kyeu 
if thev l:.id a nonstop mimeo, they wo.dd have a hard tune ge tmg 
he stuff ont liefom the end of the week, and then they would get 
\t ont and it arrives next week, and you people are busy notifying 
vonr contacts at the .srfme time. . , , i n 

• B„t, von know, it is gettin- kind of late in he day and tl,e,i it 
<;eems to me one of the real problems is. what do yon do about the. 
T assnme, tens of thousands of kids who had made appl, cation 
under the nipeds formula svste,n, and who l,a\e been told that they 
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had a need of xero, and. ^'Tlmt'.s ton<rli hiek," or who Imd been told 
that tlu\\ liad a neod ot $207, and that is how much the} were loaned? 

"Wliat do you do in terms (if tlie equities with respect to them? 

Ms, Wkntnerdaiu.. I u^^rrce witli you that a certain amount of 
confusion is unaxoidnhlo in M)Uietlnii<r like tliis, I would only like 
to remind tlie cliair:niui tluit our lenders ,nid our schools juue liad 
a practice drill on tliis opt'hition Jilrend>, and tliat occurred last 
year only two or tluoo weeks before* mIiooI opened and permitted 
us to <rot fnnds to Imndreds of tlionsands of students whose ap- 
plications were clo<r<red in tlie pipeline, in order for them to pay ^ 
tuition on a timely basis. 

Tn n way. prouipt action bv the Contrres^ jmw wonld irive us 
four more week^ than we ]uHl-la«5t yenr. \ ' 

Mr. O'TTaha. Well, i)romi)t action bv the Conrrross i^ a difterent 
thincr than prompt action bv the Ofli'ce of Kdncntion. 

Mr. Dkixkn'rack. We lul not sure which wav, thnt is meant 
(Lauffhter.l ' ^• 

Mr. 0'TTar\. Well, if is mennt ^evernl wars. Next week is the 
last week that wo are «roin<r to hi' <e-Mon /ntil after T.abor Dav. 
The only way T conld see that \nn could pOssiblv <ret a bill nn in ^ 
ih(^ TTon^e of T?e?)re^ei^tati\ between now and recess would be 
on the consent calends.. \,h] iho onlv wav yon cc^ild j^et on the 
con<=ent caleiidar would ]>e -oinehow or other to have a moetinir 
of the Committee on Edn^'ation and Labor bet weei* now and Mondav ' 
morninir; or — well, tomorrow. 

Yon wonld have to have a meetiui^ (»f tlie Committee on Education 
and Labor ."ton mrrow to report out a I)ill, -^n] then von wouhl 
lia^ziWo irof unanimous ron^ent within tie* roL\}uti<H\ be.'an<5e we 
could)Kt comi»)v with the ( (wnmittee's rules 'S.vifb resncct to ^'days 
havincryke bill hefore them, and so foi-th and so o;k 

We a|re not .froinir to h.- in secaion tonmrrow. We know that. 
That announced a wvvk ai-^o. We won't ha\c a nuortnn, there-^^ 
fore, to heorin wi*!i..^rh(» eo»m(Mit calendar would be culled on ^Sfon- 
dTiv. \nd tli(«n if one nwy objoi ted, you would be out of bnj^. ,\nil then ' 
there i<5 the .*^enate. 

Mr.*DrTjT.vn\rK. y\v. Cliarrman? ^ 

Mr. 07T\u\. Ye^? 

>rr. DrurN'u\f K.-»Tt -cem^ to n»e onethinir that ]< \erv important 
to <iot 4raiirht on tliis nartirnln i^-ue, btMauM* T*\e ifotten coiitrarv 
internretations flontin^^ back and fi^ilTi on (his, is^ first of all whother 
lei'^i^lalion wonld be ])eeded. * - , 

Xow, mav wr a-k T)r. >fu:i]tcad. wliat d(»es Ccneral Coun^^el sav 
<^o far as whether or not, if one were ^o minded in O.K., vou could 
jfo to a \Tt witliout lejri^lafi\e ciianires? 

Afr. ^rnrMM \f». We conkl nof - • 

^fr. Dri ! r\n\< All riurht. tli.it the lia-e. Atid there ha- been 
^on^e inn)utation that it cotdil 1>e done b\ re«riilat ion. Ihit it i^ the 
ruliui; of Ceneral Couti^d lb it \^tn wrmld just not d/J/it under these 
cir'Mun^tance^. ' ^ " ' 

• Afr. ^rcrnirr AVe .imld nof j^o to .1 !."» I."* proposal that woidd 
automatically pro\ ido a lo;ui of >*J..m)0 witjuait a Hnanciid lUwUis test. 

Mr. puxKxu\f K. T understand, T am not trvinir to make a judicial 
determination of this because there a difterence on the part of 
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^ am just asking 
assuiuir.g that those 
want to go- to a 



cnniA nf mv coliea<'Ucs on this partictilar point. I ai 
Sicr 0 Vo? Sler this sot ,>f^ircun,stanco.s a^um 

a change in legislation/ ' ' . 

°"aI1 ri..l.t tlw. p. to !!,<■ ...»»« of loj;W»tio„. A,..l I think 
is ithing Uml all of ns, hmv.m- J™ « ' '''^^^^^^^^^^ I^'J^.ld 

E?;'Si:-s,.;*:'aS\,^;^ 

!ti=:of ,vr;£,,,^^;s he iui. -i)- . 

situation is this. tuno talkin<' ahoiit 

■-,?:r;c:f:.rt"r.»is 

londei-s. to the 'Mninintee iigencics, to tlic In .uuui ai i > , 
O E.?Be..ust> ,uKl,M^t:u.(l that the p.cess .hH>.« t ev.M. stop with 
lejrislation. 

^;;:-^"^?vnu';fArt unow full well. What we are t.lhing 
ahont iFnoUe,i.lntion ^^^^^^f^^f^r^im^ -vo' mtil 

ev\h n s a. t wiUr.e^^ 
«£tevor the Ifigish.tive time is, a ..nn.ber of week, or months l.ofo.;. 
new regnlations oou.ld he prepared. j ,,1 

You can tuik al)ont it henig so sinnlar V^''' J''''/\ ' t ev w(mld 
fT) hark to the old regulations and I would su.^po.t that the> vv<mm 

'"'i'fr.'orr.N-.v. That w..uld he l.anl to :,rgue with, if you would 

•■''NrDKuiS;v.-.K. T don-t me.., to .-reate any further ^^^^y ^ 
,wha[ l am saying. T am just comn.enting on my analysis of the 
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'sihiation, and the greatest value on this particular point tlmt can 
come from this very valnable and much appreciated uipnt of infor- 
matjon across the line is the discnssion of real possibilities, not the 
discussion of hypofheticals which are not really within the realm of 
the possible. 

No,w, witlj that declainadoii, may I ask a few questions, Mr. 
Chairman? \ * , 

Mr. O'Rara. Please do. By the way, I miglit say that I am pre- 
pared to skip this quorum, if j'on are willing, Mr. Dellenback?. 

Mr. DEiiT/EXBACk. I would suggest that we go right on, if it is 
agreeable with yon. Now, ttot is a sacrifice. We are shooting down 
" . onr attendance record just because we^ think this Is of sufRcfent 
importance. 

Mr. Jaynes, T could begiA anywhere, but let me start with this, 
if I may. Wliat did yon mean by* your statement, you think we 
on^rht to bring credit men .back into the picture? , 

You have said that whatever discretion has been writtijii into 
the law, you don't want to exercise it. are not* talking, nbout the 
present law not giving you authority to do it, because I^iink thei© 
is authority, in the present law for yon to do sometliing. \ 

I am not quarreling with your institlitional decision not to exerA 
cfse that authority. I can understand that. But in the light of that, \ 
wliat do you mean by '-bAiging c^dit meft back into the picture''? 

Mr. Jayxes. First of all, I should qualify it as a personal observa- 
tion, as a credit /nan once upbn a time. The banker still do£S not 
-have access to the full record of the family statements unless he 
really seeks them out. On many of the application fonns he gets 
the rei)ort, the iTScommendation, and he doesn't have all the sup- 
^ porting documentation, sometimes. 

Mr. Di:llkxb.\ck. So if I may amplify on that a bit, to make the . 
exercise of discretion or to exercise discretion as it is, given to you* 
in the statute, you would feel that*>'ou would netd a g6o<l deal more 
mforination of tlie data that is/ available to the financial aid officer,, 
before you would really l^c ab^e to make the comparison? 
N Mr. Jayxes. a prudent credit n|bi. wonkl prohablv. look beyond 
what he is given in family finaitmal statement^ ppssibly credit 
^ ' ratings, so on and so foith, as it may apply. So hX does come Back 
into the system, hut he has to go l)eyond what is oCrmallv requested 
in routine inattei*s in order to find out wluit>lie/eeds to^niake that 
decision. ' jf 

And if he were privy ip it all initially, aiKfinnvbe even inaking s> 
the dcciciou initially ratliei- than asking somelmdv^elfve to make his 
loan decisions for him, I think he iiiav respond to the problems 
l>ettei'. * ' • 

(^redit judgment, in my. o[)inion, seems to have been withdrawn 
from the credit banker or from the lender. 
Mr. I)i:r.i.KNB.\« K. In this program? ' 
•Mr. Javnfus. Ves. 

Mr. Dkllkxbac k. What would you have us do in the way of 
changing the law to I)riiig yon back in? 

Mr. ,1 YNES. I really don't think I am prepared to make an analy- 
sis oithis. I think that, once again, as Ms. Rice said, a major review 
- of the program in fts entirety probably is needed there, and I would 
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hope that lende-T-'^ll tvpes oH^ders^w^^^ ' 
deEetation and t^Jf * *^£j„^£r of the lender 

in^tttionir in effect wted the ^^I'^Z^^^ this proce&s? . 

.hopis that the chainnAivwould "1^,^ *^Smf{o ^ith 
Tnika look at thi? pirt^ire as ^ ""'^ *^*^iXSig aSr patch or ^ 

invblvS «id the lenders.and all who are conc^rnedT, as we reaiiy 
i??;' Wv^'^low should - ^^'^rto'^^^^ this very 

crMdi4''^ts(gi1^^^^^^^ or directed, or -how 

Mr. Deli-f.n-b.xck. Then nmy I go J'^^.fEj?"!^^ 
.would ask of you off on the , °^ * again, ask fb'r 

tonched a little bit on the nonsubsidizcd ^J°J J' -.t, 
:t c omment in depth at tins stage .f ^on t ^J* toj^^^i^^^ 
• T|... question I would put to .vo^ 4 W would have 

.ould think about.thiB iu pivmff us '"ft»"^-°";^\7£ ^a^^^^L^^ 
fo Ik. douc to tho-uon.sul)sidi7,ea loan P™^"'.*Xjmt not only at 
to von all? Bcca,.sc it sccins to ^ 

the present tinie is it not bouig used extensuv el> , hut it reaiij 
'^'^^^^'^t^r^S^^^ duiinuau.asked and brought' 
" M^t^NK.. i .uu sure a u.ore i.-depth study needed there B.,t 

•.f';\\.av. I would u.ake a l^^-'^.f-^tri^ 
• more cxiwusive tyi>e of loan to make b> t ic ^ YAn^A- • 

n.-cnuu,latiug a siujcle f''''":'!''""! l'"^ "^^^^^^^^^ 

?"^.";.e nr.n 'bilHngs. .o ^t is ^^EtS^o^TvogranvaMd 

The or)eratioua e.xpcnse a(-cc\criitcs ni Hus .type or I""^' ' ' , 
tlu. vioui dis uot. so it is a .uore expeusn=e r.perat.ou, I th.uk that 
\vpiiUnu» one dctorrcnt. , ^* nf tho Con-» 
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comes in, they try to* make tho amalgam or the mix that will' best 
take care of that student: 

If, for practical purposes, we l\ave found and do find that the 
guaranteed but nonsubsidized loan really isn't part of the mix, then 
wc all ought to Jvuow that^and either you strike it from the list of 
things wc ev(Mi talk about, or else we ought to try to amend the law 
to the degi'ee we need to to rcally make it an effective tool. 

So J, would appreciate it, again — and I would hope for the con- 
currence of the chairman — tJiat we might make a request of you 
for your thinking on this particular one, that you might bring it 
back to ns. - 

^ Mr. Jayxrs. Fine. ^ \ 

" Mr. Dfxlexback. I would like to ask Mr. McCabo one question 
very briefly. And I don't mean to be at all skeptical about $t]iis, I 
am just asking. » 

Do yon anticipate any diflficultv tat all in raisinjr that initial 
capital? ' 

Mr. McCabk. We do not. \ 

Mr. Dellkxhack. You do not, good. T think it is important, bo- 
cause if anybody is going to lean on this, it is not only important 
to vou but it i.s important to us, and it is important to the student.s 
and it is imi^ortant to the bankers, and you anticipate that this will 
go smoothly within the next couple of Tveeks. 

Mr. McCabe. Yes. 

xiw Dkllkn'back. May. I ask Ms. Edwards^ you have iTad a chance 
to look, but only^briefly, T su.spect, at this publication^from OE, to 
all student financial aid officei-s that Dr. Muirhead referred to earlier. 

Doe.s this lay to rest the appi-ehensions and confusions' on the 
exerl?ise of those seven codes *hat are involved in fillinff out forni 
1260? 

Ms. Edwakds. T am {if raid-T don't have a copy of it. 

Mr. Dkixexback. What- 1 particularly referred, to 

Ms. EmvAijDS. Mr. Purdy has read it and he thinks he can answer 

Mr. Dfxlknback. I^wlll ask the question of Mr. Pnrdy^in that 
form. Does it lay to rest the apprehensions? ^ 

Mr. Pi •BDY. Our wriMen testimony actually speaks to that point 
for this reason. As you refill, injhe report of the stafT one of thi? 
reasons we do nof ^ret more d(»p(wture from tlie stated needs test has 
ij^^eii a, fear of audit, in which we would then- be accused bv the 
auditor of usiujr an insured Joan, if we jiiie" using it in conjun(tioii 
with^ohe of the other nmnlcrnms tliat yon montioneil, that the auditor 
would sav, ^'But you have permitted' a total amount of aid liere in 
excess of the firm needy; fi<rure as shown on this procrram. Therefore, 
tlie, audit e>jrer)tion would he that the institution would then repav 
to tjhc Federal projrrams, part t;f wliat this student lias used Iumv.'' 
f \|0w. these audits hnve actuary occurred in :i number of places, 
and! our institutions, these presidents for whom we work; roailv 
don't want us to ^ret their institution or our institution involved m 
a situation in which there might be a question; 

Now, the wording here is that of ^'reasonnble documentation." 
Well, what is reasonable? And this, of course, would then get down 
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to a discuss! 
If he did 



ilinn-'^mes the auditor consider our' judgment reasonable? 
•'^^r^ kliw TTxruseimv breaking in but there isn't 

"'^^^f^^SS«:i&^S^ to do all that they can to make 
cle1?'tiSfroulavtSf^£^^^^ in the law, and they notonlj^n- 
but the >v6rd .vas «?trpngly recommend,'' m this last docu 

'"'^o^^'j^hatl aS?iTi^^ Sa<vis"to bring yon tog^her on. this 

Uencies want this— we want it^.ycry ^"ch. Here is a ^^VS 
SSfat I waSt to^ow is, ha^tWords ^one^the job ^atOE 
intended them'to do and that you want to , have done, and that every 
bodr else wants io have done? = . certftin 
\nd the language is, not only are you i>ennittcd to do cenam 

haSfthe seven codes, and the wording of the seven grounds 
."®f-. „',!:vij„ nf ™cf L WP. cAn ffo forward from here. _ ^ 




thinff so the financ ml aid officers can ioar. on u ^^.y *,:i„« 
in^his instmtion that has come out f ^o"? f J .9" ^ ^^^'^^ • 
noint thev talk in terms of "the amount hsted m section 3(a) is 
SJ^re'mSngful when adiustments for the in4 vidiml circumstan^ 
SThe SnTi™ considered. The financial aid p%er ib e^ted 
?o. exercise his professional udgmcnt in each case indicate in 
sitbn 3(b) the amount that can be rcalisticalh-expcctpa to l»>con- 
tSed for edncationnl costs over the period oiP tlie Ipan. Jte sHimld 
tribnte^a lor eu K-anori out«.<-ert«^n :*hings, and 




ceoeraphic differences in cost of living, acruai s"'"^':|V^^eaniinM^ 
fS circumstances and other factors not always ?q«t^V treated 
in n nationwide, stnndidi-Aed computation. Indicate in the space pro- 
V dcd the following code or codes for the reasons used in reducing 
Jhc a^^ount of tlfo computed family support. (1) Reduction in 



' That- is broad. 
Mr. Pimnr. No problem there. « 
Mr. DELLEihiACK. " (2) , death or disability of the wage-eanier. ? 
Mr. PuRDT. No problem. 

Mr. Dktjt-nbaok. " (3) , loss of job." ' - 

Mr.'SlSSr'w, unanticipated medical or other extra- 

ordinary expenses.^ 

Mr. PuKDT. That isn^t the problem. t i. ^ 

dSLkback. "(5), non-liquid assets; for example, home 

equity.** 
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Mr. PuKDY, That is u reat problem. 

'Ms, Edwards, You aiv getting to the problcjm, 

Mr. Dellenback, There is one of tlie areas. That is one of the 
things that we know is a stiimbling block in this computation. That 
is 5, ^ ^ . 

Ms, EnwAiRDS, Yes, 

Mr, D£LL£NB,\CK, "(6), caimof meet expected contribution from 
inconie,'* 

Mr. PuRDY, That is a real problem, • 
Mr.'DELLENBACK, OK,,^But the language. is very, broad, 
Mr, PuRDY, It is. It is so broad^ 

,Mr. I)ellenb.vckv *'IIas non-liquid assets," That is veryljroad. 
Mr, PuRDY, Yes, ^ 
' ^ Ms. Edwards, Kight, ^ 

Mr. Dellenback, And then 7. If everything else doesn't catcli 
it, ^p, 7 is, "other." ' . . 

Als. Edwards, That is the real problem, 

Mr. DiXLENBACK, All right, "Briefly indicate \n the space* pro- 
vided thp basis for this reason,*'- and so on and so forth. 

Now, back to Mr, Harold's letter, the Acting Deputy Associate 
Commissioner for Higher Education, . * ^ 

AfU^r spelling out \jhat it is you have the authority and are ' 
strongly recommended to do, it says, "If reasonable documentation 
exists, there should be no concern as to the exceptions that may be 
taken in the future by auditors,** 

Now, if I read you correctly, it is the fear of what the auditors 
might dp and the consequences that would follow from -what the 
auditoi^s nii^^ht do that is the apprehension on the part crf the finan- 
cial aid officers, 

Mr. PuRDY, Our apprehension of what is their interpretation of 
"reasonable," 

Mr. DrxtEXBACK, OK,' May we' then ask from Dr, Muirhead or 
Dr, Ottina if they would tell us, what do you mean explicitly, 
Buccinctly, by those words, "reasonable documentation"~so that these 
i>eople will go forth and blazon in the minds of financial aid officers, 
and rely upon, and come back and hang you by the neck with if it 
docsn^t work out. ' 

Mr. MmanEAD, Right, Ixit nie first of all, CoJUgressman, say to 
voji that the language here is poilmps a'' little more courageous and 
a little more noble than the Office of Ediication ordinarily uses,^^ 
We are saying it in quite unequivocal terms,' that if vou do provide 
documentation surrounding, the codes that we have suggested— and 
they certainly are broad— that if you provid^e that, then we will.'sup- 
poit that documentation when ari auditor comes before you. - 

.Now, we cannot, and we do not, predict what the auditor is going 
to find. But you .should know— that in the audit process— that the 
,iudi,^or makes a finding and then it is submitted for our review, 

Vf^e would tlien support what we have promised to support here 
by Siiyi»ir that the student financial aid officer has provided the 
donmientntion, and that this does not then become what in the • 
auditor's language is an exception, • . < * , 

Now* I gueus the things we hav'-e to share ,with«you is that the * 
original audit finding does not become the basis ^or action. It "has 



119 



to be «5viewed and wo would 'review it. Here is where we would 
teckurS'l? actions what we have said wth our word^ 

Mr. All right. Now, if the fi^hlt / 

hftvriTtheir documentation the statement that ' We find.4hat in i 
Se SmiutSion oTS of student x, they have^taken into amount 

h^liqSS of non-liquid assets or contribution fr^ non-hqmd 
assets; we therefore have eliminated those non-liauid assets, and, on 
ZKs thereof, raised the ex^ctation of neel to such and such 

' ^»fS^fo« Wf'would" expect-and "reasonable documenta- 

. ""t^ r SatjtAff ,ou have that they "o^^^^^ . 
to tax liquid a^ts/m dctprminmg the family fcontnbut.on. 

Mrl DraxENBACK.mn-liquid assets. ij is w v.. ' 

. MbiRHKAD. Non-liquid-as^its. Then j:^""^' '^^^^^^ 
them snv so and give lis some indication as to the amount that ^^as 

*"5ln DEii;ENBACK.'lf they then say what I have just quoted, and 
' .add to i^some data, say^hey^included 

amount of $72,000 or $27,000 or whafever the figure might be— 
. «S ai? indeed noniid assets, and therefore we have stricken 

*''iyr.«r~ ^^^^^^^^^ you know, I want to make 

•'Kn^DliSScirC'^^^ catdiy a phrase as "we will back 
you 1,000 percent." rLaughter.] 
Mr. MuiKHEAD. All right. Thank you. 
Mr. Dkixevback. Excuse me. Go ahead. •„! 
Mr MmRUEAP. We are saying io the student financial aid officer 
whar^TarSways said. The student financial aid officer is no^ 
Sng there at the ind of a computer. He is expected ^ apply h«. 
profef^ional expertise tc this job. W as he mj'^'^ ^^'^^^^"'^ 
Lancial need 5n S.E.O.G.'s on college 'j^yvf 

We want him to apply, the same e^cpertise here^ If ¥ 
it then we xrill support t I thmk I have to turn a little bit bacK 
Ic you, Mr. Cong?eSman, however, and say that ,^e can deal, I 
[hinrquite effectfJely in carrying out our ^^Pons^^^ ^^^^ 
the HEW auditors,, but there are another set of auditors, and tney 
ura under the heading of the GAO auditors. , , . , •• /. 
^e" wou d ask thf Congress to perhaps use the.r good mfluence 
on the GAO Sitors to sfe that they are exercising the same rules 
of the came that HEW will be expected to exercise. 

Mr Deixeniuck! As^e Member of the Congress and as a Jeeply 
conclrocd one, I intend to talk to the chairman of our subcommittee 
rnd sJSwheSer jointly, once we know explicitly what we are talkmc 
about here, and What HEW's auditors will do, to discuss with GAO 
whether or not thev will concur in that particular action. 

I thfnk that it is important. I can. understand the institutions 
involved, and the indivitfual financial aid officers involved, and their 
reluctant to piit their necks out unless they know exactly what the 
underlying grounds are. , 
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This is what has reflections on the statistics wliich concern ns so 
deeply, and this is what the bankers have told \\s is the base beyond 
which for practical purposes they are not in a position or ready to go. 

So right here we are to the type of crncial discretion that you 
either will or will not exercise, and what I^in trying to do is to nail 
down hei*e as innch as wo can as to what you need. 

Now, is that lielpful, Mr. Purdy ? 

Mr. Pui:i>Y. Yes, tliis is very holpfuU again, on one pohit. Now, 
let ni(j ask the subcommittee — and going back to Don Payton's 
presentation of the problem and the problem we deal with in cpn- 
grossionl intent, and the (iiiestion if the middle-income family^ 

Forgetting the family with asset.4:-thev have none. The father is. 
working, the mother is working, and. all their income is current 
income. So we have *n5' problem with that. And yet with the mother 
working and tlie father working, there is $14,000 or $15,000 income, 
three children in tlfe family, say — with the needs tost of the Amer- 
ican College Testing or College Scholarship Service, it is shown that 
the contribution from family income should l>e $1,000. 

In this case there has been no real illness, there has been no 
emergency, except inflation. And the boy say,s, "Dad hasn't got it.'' 
The dad says. "I haven't got it.'' 

Now, is it ronsonnblo for us to recommend that an insured loan 
bo used in lieu of what the computer said was a required family 
contribution? Now, to me, right tliere is the kernel of the nut. 

Mr. DKFXi:xn.\cK. Ma> 1 5yiy that as T would read these six codes — 
and let ine state this, and then turn to Dr. Muirhead for comment—* 
that you might lean on No. 6 here. 

^^r. PtniDY. Yes. sir. all right. 

Mr. Dkixexiuck. "Cannot meet exj^octed contribution from in- 
come." Is that correct. Mr, Muirhead? 
Mr. ^^ulK^KAn. That is right. 

Ml". Pt'udy. Let me aslc Dr. ^^uirhead, for tho record, if we check 
that, is that the only documentation we need? 

^^r. 0*ITar.\. Let me make a suggestion there, before we go into 
that. 

First, with respect to item No. 5, non-liquid assets, I think Dr. 
Muirhead could well say. "No documentation will be required if 
ite?n No. ."'is needed." because right when you compute a needs 
aualy.sis, if vou do it by one of the accepted standards vou nm in 
their residence equity, "other real estate, business or farm, other 
investments, you know. That is sort of apparent on the face of vour 
worksheet. 

And with respect to nMson No. 0. which Mr. Dellenback is getting 
at aiul Mr. Purdy is asking ^fr. ^^uirhead about, would it not be 
possible* Afr. Afnirhead. to simply say if the family has an income 
of le.^s than $15,000 and the loan does not exceed— the need found 
doef; r.ot excwxl $1..500, no documentation will be needed if tlie 
TQti^m jriven is code No. 6? 

Afr. MrinrrKAD. ^fr. Chairman. I respectfidly ask, was that the'^^ 
purpose of Congi-ess in making the amendment to the guai'anteed 



Mr. O'Kaka. 1 wasn't part of that conference. Mr. Muirhead. but 
I have f5at domi with the paper that ended up getting approved or 
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being the basis for the draft of tl\c,coufercuce ropoit U^^^ 
and It started oflf-thc first proposition in that scttlcmeiit that hci^a 
to ciiatc the conference report was that need is «ed if the family 
income is less than $15,000. 1 mean, bango, that was the hrst propo 

'^Mn toNBACK. I think you are hung up, Dr. M"iH^ad as you 
realize, on variant coi^gressional opinions '^s ^oj^'^t ^^•as congre^_ 
sional intent out of 43.") House Members, and you look to the lan 

if the report itself, and we find ^l-t the language was g^^ 
Smpromise lan^age which reached across the line and brought in 
some statements from all sides of the issue. 
Mr. MtnRHE.vD. We have interpreted it 

Mr. DEIXENB.VCK. That left it a little vague, I think. . _d 

Mr. MuiRiiEAD. We have interpreted it m quite a straight- for war J 

way, I think. We felt that the intent of the C«ngr(^ woj to Wn 

up the guaranteed loan program for those above $15,000, because, 
manf iases, they could make a case that the cost of education 

was such that they should get a subsidizca loan. c„b^,5dized 
We have interpreted the words of Congress, too, that s"»^aizea 

loans siiould not be provided for those, under $lo,000 if it was not 

"to1»r^t?ayfJ?:et\S^ 

th^Th'at Sd Ts tlil^re'for those undJ $15,000 Fov-ded o 
doesn't exceed the cost of education, then that seems to me that is 
a very different interpretation than we '>aye P'»<^cd upon it 

I t^poctfully call your attention, Mr. Chairman, to the fact that 
we have two loan programs, and if we were to interpret 

Mr TwiiriK^ TTiis time they don't just want our company to 
drift in and out, they want us to vote" on something. 

Mr. O'H.WLV. Could: you withhold for just a moment? 
o Let me ask, I know the witnesses have other f>sh to fry. iiut 1 
^am hoping it would be possible for ns many as could to rema n and 
wo will rtcess the con.mittee again and return as soon as we have 
cast our vote. AH jight? 

Ms. Edwards. Of course. i :*„„.. 

Mr 0'Har.v. But the committee will understand, and if y"'y" ' 
just come up nnd s^nk to Mr. Hnrrison here. ,f ""^ ind^' 
to leave. We appreciate the time you have given us \ou have already 
given us much more time than wc indicated """I'V^rrTl'' h..; 
you could give us some more, wo would appreciate tliat, too, but 
we would imderstand if you couldn't. 

Tlic committee will stand in recess. 

fReccss.] .„ ^ , 

Mr 0'Hail\. The sulx-ommittee will come to order. 

Just for a point of clarification on the matter we were discussing 
when we left— and that, as you mav remember, had to do witli my 
sugge.st.ion that we might say with lo.sprct to item 5. nonliquirt 
a.ssots. which apiK-ar-s on the face of the needs analysis, hat perhaps 
no documentation would be needed, and secondly, ^^^th respect to 
item 6, that is. nonavailable— income not available' for family con- 
Iribution. with respect to familv contribution, that n/^ documenta- 
tion be required if the amount of the need determined was less 
than $1,500, and if the income was less than $15,000. 
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And Mr. Muirlieiul asked wlietlior or not that would agree with 
con^rcssionul intent and I mentioned some ])roposal on which 
settlement was readied in tiic conferehce. 

Just as a matter of liistorical curiosity witli respect to tlie proposal 
on wliicli a<;rcoinent was leacliiul in tfio conference, I liave it here 
before me. It^was a typed slieet. It dealt with House receipting to 
Senate on item No. 11.5 with an amendment to provfde for an affi- 
ifavit, "See attached,", aiul 2 on 104,203: "Agree to the following: 
njmovc the $15,000 statutory ceilijjg for interest-free loans. Establish 
that everyone below an adjusted .$15,000 income is in need." And 
then C— it isn't lalxild "C'\ it is the third item— "Allow an educa- 
tional institution to" re(^onnnend that a student above $15,000 income 
is also in need.'' 

So T au\ not so sure that we would be— you know, when you speak 
of congi-cssional intent, that we would be departing from congres- 
sional int'^nt." 

Mr. MriniiK.vD. Mr. C'hainrian 

Mr. O'IIaua. And so forth. I mean, there are other items to this, 
l)ut those arc the ones that are pertinent. 

Mr. MunuiKAi). Well, our inter])retation of the statutor> require- 
-ijents— of the statute, itself, has been that for students under 
Sl.'ijOOO, that there should be some determination as to what the 
need is. 

In specific answer to yoin' question uiider No. 0 of the coded 
items wliere it says that, "P^amily contribution not available,'^ we, 
of course, have listed*tlu)se as s\iggestions. 

If we knew all the circumstances, we would spell out othei-s. But 
we are saying to riie student financial aid officer, "If you use this as 
a reason, then you give us the reasoi\.'' We were not saying that he 
automatically would be able to say that the family co.itribution is 
waived under the giM^nuiteed loan program. 

Wc are saving thar he can use the (liscrction that we Jiavc ern- 
I hnsized, and as you may recaii, Mr. Chairman, when we had this 
difficulty last year we came back and we agreed upo-\ that particular 
provision, tlmt we would provide the student financial aid officer 
with a flexibility. 

Now, that flexibility means that he will look at the family con- 
tribution that the svstem pioduces and make a judgnuMit as to 
whether or not that can be reduced. Mut the faet that we Imve cuded 
Xo. 0 as "faniil\ contribution not a\ailable" doesn't say that auto- 
mat i'^Jilly lip ra:i sub^t it ute a guaranteed loan proirram fx)r the fam- 
ily contribution. Tt means that he can u.se his iudgnient in deciding 
whether or not that is a realistic fauiily contribution. 

Mr. Dkixknuack. Mr. Chairman, if T mav 

_.Mr. O'IIaka. Yes. 

Mr, Dkm.knuack. Tvct me make one more brief connnent on the 
d'KMimeiit and tjie agreement of the conference. 

As T said, when T began this di.scussion T didn't n\ean to go back 
arul plow all that ground airain, bemuse we cannot at this stage of 
tl • gjjme, we can only make inadeouate .stalw. T would, however, 
a I one more line that was in this document from which von. ^fr. 
Chairman, were reading. That was the next one. which said, "The 
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amount of interest- free loan is detorn.inod by the eligible institution 
"'l'S"tZt"l2^two'';S:i.ortaut elen.ents in it. One It is not 
prcs^';>oSthat the an.ount will bo the san.e fo>- ^Jf.^^^f^ 
s a variant an>onnt expected under the J'".^, 
credence to the interpretation of son.e "^^^..f^JJS 
that when one said, "Kstabhsh that everyone ^^•'»;\ ,"^^"stca 
$15,000 incon,e is in' need," , it did not 3' 'exSctS 

total need," but merely said there wus neeu. It was to be expectea 
that there wos need at that stage of the game. . , . , ^„ 

And then down below. "The amount of the loan is subject to 
variation^' Now, I an. i.nt defending that conference, or that point, 
i ;S i't is on'that ro.-k that unauin.ity of opinion is foundering, 

SO far 5is whnt was meant. . ■ ■ ;« fT.nf 

And then the other very in.portant point that .s mvolved n tha 

particular sentence is that the amount .s d*-' ^'•''"f 'I ^^r^'if not 
ion. It is not determined by the financial aiujlysis. Wc are^ not 
handing to the computer the authority to say, l^'l^'ll'^^"^ 
out witli the figure, all shall how down before it. ^'^f^J^, 
sayiuLr, "That is one of the ini)uts of very considerable iinpoi t^ince 
but it is the ins-tiiution which makes the detennination which is to 
be recoiiuueiuled to the lender. , 
And T think Hint i.s a very important asi)ect of what ib here 

involved. 

Ms^RiCK. .Mr. Dellenbaek. 1 would just like to underline .some 
of vour last coinmeiit.s. , , 

From some of the earliest discussion it would appear fbat the 
estimate of familv contribution that 1 think there almost has bee 
an oxnlicit a.ssuuiption here conies off the machine is engra ed in 
stone Not one of the needs analysis systems has ever cont^ded 
that that was .so. Tiiis fact should be communicated to the auditors, 

and to everyone else. tn„i.'iifi,n 
I should "like to read a panijrraph from the document that all the 
aid officers get who use the College Scholarship Service System, 1 
(iiiolol'The .sv.>^tem treats most cases equitably, hut he judgment 
of the fimincial aid adminiMialor . is dispensable Tall in italics . 
This iiuhnneuf reflects experience in dealing with families ot al 
tviH'S iind their individual problems, as well as t!ie individu"! ar.d 
specific, iufonualion that luav exist. 'I'hc financial aid administrator 
iniLst always be thv linal aiilhoiity in any .sy.'^lem of needs analysis. 

I think that is what needs romiimnicalion to t:.\() auditoi-s. to 
HKW auditors, and others. 
Mr. Mt iiuiK..\i). Sure. • , • , 

.Ms liny The sv.slems arc not a public taxing device wlierc pai- 
eiifs are "required" to pro-.i'le Hie contribution suggested by the 
machine neiliier are insliliitions required by anyone to follow ex- 
cliisivelv what comes off tiie machiii:'. , ■ .i ^ 

Mr Deij.k.nmuck. I appreciate not oii'v the emphasis tliat you 
rrivp to that. Eice. but I think al.-^o that if .should be coniinuni- 
cated to the auditors, and iiiulei-stood that tins is what the law is in 
this particular regard, and this is what the ngiilations bear out. 
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There is no unnuitability in that determination that appears on 
the financial needs fornu The law says this, the regulations are 
striving trf say that. 

jjl read Dr. Mnirheads letter, or the lottor of Mr. Harold in this 
particular instance, as sa}ing (hat, and \vc are talking Jibout mechan- 
ics which will help to reinforce it. Xow, once we have nailed down 
some of these specifics as I say, I am perfectly willing to then raise 
thfe issue with thi GAO, just to be sure that the financial aid officers, 
as they gp/fonvard to exercise this discmtion nndorstnnd that we 
don't mean to ^y, "Throw away the coeds, or do anything you 
want to do." 

But you ai,* dealing here with ttiiined people, honefully all across 
tliefoard. Certainly many of them are extremely ablQ, knowledgabie, 
skilled people, and* it \s that judgment that we are leaning on here. 

May I ask Dr. Muirhead a couple more questions which you can 
either answer now for the record, or give us something or later, if 
you will, because I think this would U» important to the financial 
aid qfficers. 

Mr. MuiuiuiAi). Sure. 

Mr, DEiJ.KNnACK. One, hO far as this "reasonable documentation" 
is concenuul, can that rnjuirenuMit be met b^ infonnal notes made 
by the^financiaf aid oflicor as he or she is on one end of a telephone 
inquiring^ about data on each uf the component parts, the student 
not in the office? 

Mr. AfuiuiiKAU. Sure. Yes. 

Mr. Dklkksuack. That is my lii*st question. 

Mr. MuiuiiKA». Ves, eeruinily. llowever, we would expect the 
student financial ai<l officer to record it in his own fi^les. 
Mr. Dku.kn'u.wk. Not to ta|K' it, but to make notes. 
[Laughter.] 

Mr. MuiunKAU. I am trying to forget that episode. 

Mr. Dku.knuac k. In this particular instance, 1/ the answer is "yes* 
tothat-nnd I think that i.s important because a financial aid officer 
is expected to ha\e e\t*r\ .student in his or her office— then you have 
a real problem. At lcai>t \ou now ha\e the telephone opened up here. 

If >ou ask the ii«:ht qiu.stion.s and htnke the proper notes on the 
basis of those que^tions. wc haw Ihtu a.sMUed tlint that is reasonable 
doiMunentation. 

.\nother question, ln»w about a letter from the student in which 
thv student .spells out his ui hei paKicnlai circumstancos, and says, 
"There are the things that v liter the picture?" Can the financial aid 
officer lean on that letter, and is that sufficient dmnnuentation? 

Mr. ^^rlu^KAn. Oh, yes, ,\nd there are many othei-s. 

Mr. OrriN'A. Kxcuse me. I don't think it would be sufficient to 
uiter the letter. I think he has to knowledge that he has accepted 
those facts. 

Mr. DhM.iNuvuv, Hut the sotrrce of the in foimation can \x* the 
h'tter and theii ti»e finan* ial aid i*flicer sa\N ''I ha\e come to the 
coin Insiou on the basis of ni> acknowledge of the student, or on the 
basis of the information set forth in this letter that tliese are the 
fads." and then ha\e nwide this detcrniiuation ? S^i that would be 
adequate r 
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Mr Dfllfsback. Tliiid, liow nboiit notes mndc by the fmnncinl 
aid offiSrSr conversations with the lender i Somotunos the ender 
actually knows the student i.nd the student's fannly hotter than the 

^"ma"t if,in°a' sitiiation. the financial aid olTicor instead of calling 
thrstmlent "o get the dat« calls up the lender? Bankers often are 
very knowledgeable about these kinds of things, ofi.ccr, ^"t ^ ; 
Ottlna just sTid, it isn't the louder who is makn.g tl'c dcc.smn, 
isn't, the letter that is the documentation, it is the hnancial aid 
officer writing in his or her files that, "After a discussion w,th Joe 
Doalcs, so and so, I have concluded that," and writes out the thing. 

Is that sufficient? / , , . , .. „ 

Mr. MuiuHKAi). l^ero is no hunt to the sources of information 
that the student financial aid oflicor can draw uiwu if ho thou maKes 
sure that that is recorded in docuniontation in support of his decision. 

Ho could write to the parents, he could write to the sick inotlier 
or the communication could be init.iatod from the parents or disabled 
relatiyos. But ho has to— you know, ho has to make a record ot it 

in liislown files. , . , , , ,i 

Mr Deixenmuck. Mav I then ask a fourth and last one, luid tlii» 
is the tougliost one, in case von had any question about it. t an t.ie 
financial aid oflicer make niiy sort of an across-tlio-lmrd decision 
that would apply to all applicants • And I am not really quite sure 
what that might be. But the financial aid officer might say: 

Wo cenernllze and sny that an.v time a .student In our area Is Involved In 
transpSonfmore tl.nn x mlios. It uUl ...enn tlml trnnsportntlon expenses 
will he accepted as heliiK so ninn.v dollars. 

Now, is that kind of au across the -hoard general i^atioii -which, 
again is the finding of the fiiiaiR-ial aid officer, so it ^s hi<; or lier 

docunients , , , r »i • i . ... 

.Nfr ^^^IU1IEA1). In using the phrase, 'arross-tli(v-boai-fl. 1 think \u 
have to he quite careful in that particular instaun thjit there is the 

However.^if a student financial aid officer decided that he had a 
stack of gnaraiitecd loan program applications and that lie decided 
"I am going to reduce all the family coutrihutious by M) percent 
across-the-board." that wouldn't be acceptable. 

.Nfr I)EM-KNUA( K. Let luc gi\e a better example, because counsel lias 
just very soiiudlv pointed out to me tiiat I am talking about the cost 
.iide ratlier thai.' the coiitrihutioii side on this particular thing wlieii 
I gave the example I did a ininute ago. 

Mnt how about a generalization, for e.xample, about nuinher live 
•'„„„li,nrKl a.s.sets"? Ho« about a general (iecisioii by the fiuancial 
aid officer that on the reliance on iiumbei fne. without ca ilig the 
individual familv up oi talking to the iiidividiia! student, they will 
.leteriniiie that anv a.^set whi-h is in the f-u-m of a fanii wlneli is 
actuallv being operated will iiot 1k> considered as an asset that ought 
to he tiikeu into ((iiisideiatiou for family coutiibiition. 

I am just making one np. you see. 

^^l•. MriiMiKAi). That t>pe of (pie^tion I would like to coiihiiK with 

our counsel o:;. . , , i . i 

Mr"ri)Ki.i.KN-i(A( K. All right, fine. If you could do that, and recog- 
nize • 
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Mr. O'IIaka. Lot nsc ask a quostioii ho fore wo to vgto. Wlint if, 
with respect to niinibor six, ^'oxpoctod fniiiily contribution not avail- 
ablo.*' the stiidont loan oRicor is \vron<r? Now, let s say that the stu- 
dent wlio camo in to him is tho son of tlie president of the General 
Motors Corporation, and tho^\ are onjxagod right now in buying a 
OarihlK»an Island so they ha\o docidt»d at tlio nioinoiit that Pops is 
a little strapped for liquul money. 

^ So the student financial aiH officer categori/.es that kid as number 
six. and he lias a little docuruentatioii. Ho has a letter from the kid 
saying that, "At the moment ,our liquid assets are tied up, and there- 
fore I am asking for a subsidized student loan." and the «U!dent loan 
ofliccr okays it. ' , 

Now, hi; iias diTCumentation. Does that protect him^from the audi 
tor? 

Mr. Ml ntjiKAU. Hut he iloesn't have documentation which is reason- 
able. We would not support, that one. , 

Mp. O'Haka. That is what I mean, you see. I am not so sure that 
the, documontatibn is going to save him, because \ou are going to 
come in just as (mr banker friends are wi^rried about, you are going 
to come in and say, "Well, now, wait a minute, here. You fellows 
blew this one. We don't agree with your decision." 

Mr. MuiKiiFUi). I woiihlri't have any difiicidty witlj that situation. 
I think he blow it, yes. 

Mr. O'IIaua. And then as you work on down to the vice president 
ajul finalh to sonu»ono who is a fon'i^wui in the Chevrolet assembly 
plant, tlieii at some point there, yoiuiay, ^^''ell, OK, it is reasonable/] 
Hut to simply sa> that all you reqture' is -'r^onaMe documentation" 
doesn't really ool-iC the problem of the stiulQiit aid ofiicer. I don't 
think, does it Mr. Pnrdy? 

Mr. Ptanv. Of coiii-se. .\oii are talking about exactly the situation 
which we foel wv face, and that is an interpretation of the reasonable- 
iie.ss of what we are doing, and the judgment wt express. l>ccaiise 
peojile do disagree with my judgment. 

Incidentally, Mr. riiairnian. I can document in my files exactly 
what you lia\e just doscrilnHl. It didn't have to be inade up out of 
supposition, because I ha\e had requests from fami!ief5 where I knew 
the father was making in excess ot $100:000 a year, but there was a 
family disagreement tliciv. and the student wanted to not have to 
ask his narcnf. This is one of the things, ^m know, about what is 
"reasonable." We get into thi.^ ptoblmi «.'f emancipation of the stu- 
dent beyond age 18. ^ 

Then' there ir.«i^!iMhin^(jhat 1 did want to a.sk for the recorH, M:\ 
riiairmaii. I want \ou toknow th:\r Dr.-MuitluMd.and I have lots of 
(on\eisatioiis. a/id wi* aie ti>ing to fiiid an answer here. Our pro* ^ ^ 
fes.sionaliMn works within their diierti\es. That's as far as it can go. 

Xow, another niiostloii. I noticed in all of the letters that Ifave been 
directed to us as'direetives, at no point has the word ever been used 
that it is ^'reasonable'* to use an insured loan as a portion of the ex- 
pei'ted i)arent coiitrihutioii. 

Now. as Ms. Rice has said, the conipnter comes out with a figure, 
and we are siip[)omh1 to put that figniv down. Then we are supposed 
to put in anything else in thcrv. and then if we actually recommend 
a loan which* actua!l\ becomes a portion of that parent's contribution. 
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that *ox|)ecto.l contrihutioii," is that rcasoimbic, luul to what extent? 
Couia this be put in a aii-ective. to mi ■ » 

Th!« has been avoided, and I think maybe l)ecanse-in all di e con 
sidcralion. Dr. Mnirhcad-maybe l>eeanse o the hvok of unan.m.tj 
on Xt this nrofr.ani xvas to do for the niiddlcmconie family. 

Mr Di i Ksnv* ic. Well, Mr. Chairman, if I may eal to the «tte i - 

ask one ...lestion, rather tijan keep ^^^^^ r'^'t."::^^^^ 

pconlc any further after this one, I would be willing to call it quits. 

Mr O'IIaua. It had better be a short qnestioii. • 
' \lr r "u-vnACK. 1 would ask Ms. Rice this. To a defrroe, you ap 
proadi tliis with objectivity that is somewhat greater than some of 

Would -c"?avor, from whatever vantage -point you have, t!'.e 1»- 
1.5 law if we could'uiake it elfeetivc now. uiaking it .tfectivc ngln 

"lis Kick. As vou know, Mr. Cliaii'iian, 1 was asked by Mr. Ilaiji- 
so to join this eolloqny at about T:0O ,last evening, so I waij^^ to 
m eiliie that I am not giving any ofticial position on this wliatso- 
? a d no speaking for the e:ollego, Kntranee E.xan.ma lou Hoard. 

ifoiv -we could inake a Judgment, we have to consider, as Mr. 
O'lfara has suggested earlier, whether the proposal (Ift-l:;) 'S f^qi'""- 
> c For exainpk what happens to students who have a read^' be » 
.riven loaiis under the old scheme, compared to new student, ^^ho 
would now be placed under the ir)-15 proposal 

There are other problems of equity to, and 1 JT'^ss I p ofe. to 
.uakc iud 'ineiits on the basis of equity when Federal moneys or 
Feden!! subsidies are ^voh^d.-^Vhit. happens to the student ^vllo 
comes from a fainilv that has $15,000 in annua income? 

The contribution table, for 197-2-73 suggests that this family could 

'"tw unlSfhat .sti.dent^'oes to an institution costing some $4,ion 
he could -r^nalify for a $l,r.00 subsidized ioaii,Jiaving virtue of 
no,T, n annual incmiie than the famil v w.th an ineonie o\^U'fiW 

id below are concerius too about the relationships I'"/'' «f ^ 'f Q 
nosa to the other loan program, the national direct student loan 

?o^r,in. f a su.dent. for example, with fam ly ineome below goes 
bank and automatically gets a subsidized loan m the amoni t of 
« Urand Ss 1 ext door neighlK>r. who doesn't have good ba,d<ing 
^omStlons. can only go throlrgh the NDSL loan program, where he 
will most likely get a loan averaging $000 or $/00 

I think tKe?e co:u-erns have ro ly as.ses.scd. I will just close « itn 
one 'omment. that the ^U.Xm figure of aa arbitrarv hgure m 1968 
It «;till arbitrary and tliAeomm ttee should undei-stand that an 

iVnsttd income'of $15,000, tlV-fannly ^4;"ott\^;ifr itrSs'of 
.sulVuU- under the program is m r?aTity.A $2,000 family m teims oi 

grass inconie.^ I am going to have to go. and I am not going to 

' ''';i;t-;:e'"u"t\%.'TlS of vo.. who now have son. further com- 
ment to mate, make it through Mr. Harrison, or Mr. Andnnga, and 
3v yell at them if you want to. That is what they are here foi. 
now tliat Dellcnbaok and I have gone. 
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Thank you very much. We will be back in touch with all of you 
informally in the. next few days. 

Mr. DeLlenback. May I join with the chairman lit exprcssin^]^ ap- 
preciation to each of you -for coming. I have found this a very help- 
^ful session, and I hope it has been valuable from your standpoint. 

[Whereupon, at 2:05 p.m.^he subcommittee adjourned, to rccon- 
. vene at the call of the chait,] 
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COWOWE* OF THE UkWED StaTES, . , / 

House op Representattpes, / 

CJOMMTTfEE ON EDUCATION AND LaBOB/ 

52 havX£& letter with the Office of Education m an e9ort to 
*"whTirp°r^5fc^^^^^^^^ remain, we lAiink we have achieved^me 

I — THE PROBLEM 

■ In the Eduction. Amendmerts of 1972 (P I- S^-i'^)' *5 
for interest subsidies. After the ettective aaic ui wie i 

«ftittn4ir ^^^^^^ and 

thJlendinl iSuton sulltantial Af ^iuteTS ttlT'^' ^ 
mendation The relevant language of the statute is as loiiows. 

Higher Education Act of 1965, a6 Amended 

federaI pavments to ^reduce student interest costs 
S*c.4e«.- (aHl) Each student who has received a loan for study at 
an eligible ijf l^^j^'l-^^^ ti Commissioner under this part; 

6 was made under a State student loan program 

(mSing c - ter a prescribed by the Commissioner), and which 
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was contracted for, and paid to phe student, within the period 
specified by paragraph (4) ; or 

(C) whicn is insured under a program of a State ^ar of a 
nonprofit private institution or organization which was con^iracted 
for, and paid to the student, writnin the period specified in para* 
graph (4 ) , and which— 

(i) in the case of a loan insured prior to July 1, 1967, 
was made by an elipble lender and is insured under a pro- 
gram which meets the requirements of subparagraph (£) of 
subsection (b) (1) and.provides that repayment of such loan 
shall be in installments beginning not earlier than sixty days 
after the student ceases to pursue a course of study^ (as ae* 
scribed in subparagraph (D) of subsection (b)(1)') at an 
eligible institution, or • * 

(ii) in the case of a loan insured after June 30, 1967, is 
inijured under a program covered by an agreement made 
pursuant to subsection (b), 

sfiall be entitled to have paid on his behalf and for his account to the 
holder of t!7e loan a portion of the interest on such loan (in accordance 
with f aragrt^ph (2) of this subsection) only if at the time of execution 
of the note or written agreement evidencmg such loan his adjusted 
family incoKU is — 

(I) less than $15,000 and the eligible institution at which he 
has Deen accepted for enrollment or, m the case of a student who is 
attending sucn an institution, at which he is in good standing (as 
determined by such institution ) — 

(a) has determined the amount of need for such loan by 
subtracting from the estimated cost of his attendance^ at such 
institution (which, for purposes of this paragraph, means the 
cost, for the period for which the loan is sought, of tuition, 
fees, Toom and board^ and reasonable commuting costs) the 
expected family contribution with respect to such student plus 
* any otheiyesources or student aid reasonably available to such 

student, and ' * 

(p) hfll|s\provided the lender with a statement evidencing 
the determination made under clause (I) (a) of this para- 
graph anci r^mrn^ding a loan in the amount of such need; 
or \ \ 

(II) equal to or more than $15,000 and the eligible institution 
, at which he has been accepted for enrollment or, in the case of a 

student who is attending such an institution, at which he is in good 
standing (as determined by such institution) — 

(a) has determined that he Is in need of a loan to attend 
.such institution, 
. ifi) has determined the amount of such need hy subtract- 
ing from the estimated cost of attendance at such institution 
the expected family contribution with respect to such student 
plus any other resources or student aid reasonably available to 
such student, and ' \ 

(y) has provided the leftder with a statement evidencing 
the determination made under clause {II) (fi) of this para- 
graph and recommending a loan in the amount of such need. 

(20 U.S.O. ia78(a). As amended by Sec. 132C of Public Law 02-318 June 23, 
1072.86 Stat 262) 



133 



BeDorts from throughout the country indicated that m this first 
year of its operation under the 1972 amendments, the number and 
doUar volumTof Guaranteed Loans with interest subsidie^ay be 
40% ItM than at the comparable period last year. A g«*tj|«»y oj*' 
servers have contended that the needs analvsiS "^""^^'f^K!!! «if 
lunenSnents is wholly to blame for this drop-ofif, and they have pro- 
posed to the Committee that the law be acam amended tf.eljpinate the 
ESS analysis requirement for all students, whose -adjusted fennty 
income is l>elow $16,000, and who are borrowing no more than *1,«K». 

n — suBComtnTEE action 

In order to ascertain the scope and nature of .the problem, and'to 
ascertain the recommendations of student aid officers, lenders and loan 
■ guarantee agencies, members of the Committee staff were sent to scv- 
fral legioni! offic^of HEW to conduct interviews with such persons. 
The staff filed the following report : 

"STATP REPORT, FIELD TRIP 1NVE8TIOATINO GUARANTEED MAN PROGRAMS 

"Pursuant to the instructions of the Chairman of the Subconunittee, 
the Chairman of the full Committee, and the ranking minority Mem- 
K^of tKSl Committee, several members of the staff visited seven 
regional offices of the Office of Education during the penod July 1&- 
237 to inquire into reports of problems with flie Guaranteed Xoan 

^'^BTe^'^taff members traveling and th^r itinerai^ was as follows : 

^^Kansas City, Mo., July f6.-A. C. Franklin, Subt-immittee Coun- 
sel; William h! Cable, Full Committee Counsel; Christopher Cross, 
Minority Legislative Associate. 
^AtlanM, Go., July i7.— Frankhn and Cable. 
«Z>a«a«, Tex., July IS.-Jim Harrison, Subcommittee Staff Direc- 
tor* Robert Andringa, Minority Staff Director. , 
-'sTFraiwUco^^ July k-Harri.son, Cable, Andringa. 
"■Seattle, Wcuh., July 20.— Andringa. , 
'Wcw yoTk, N.Y., My m-Franklin, Cross, and William Gaul, 
Full Committee Associate Counsel. , . . . 
''Bottom, Mats., July 25.— Harrison and Andringa. 
"In all seven of these site visite, the format was simi ar. ^hool aid 
officers, officials of lending institutions, and offi"*'^ 
AgenciW were invited to.come to the regional office to talk frankly with 
the staff members and to answer "questions and express tt»ir own con- 
cerns. No effort was made to summon a representative prfss-section of 
the various communities, nor was there a formal transcript made of any 
of the meetings. The stai has kept lists of names, of those in attendan^ 
but they havrdeliberately not been includt^.in this report, because 
the persons in attendance were urged to s^k in pd>vidual, wther 
- thaiU-represcnt^tive capacity. In some of the meetings, the staff met 
with the ^hool and bank officials simultaneously ; in otRers, separately; 
A"«)me of these meetings, HEW officials were pre^nt. At othere, they 
were not. It isthe unanimous observation of the staff that the substance 
of the meetings and cwperative spirit displayed were much the same 
whether or not the various group|w^r^together. 
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"We also believe it would be useful to say for the record that the 
attitude of the a^ncy officials and the other persons invited to the 
meetings was uniformly constructive, helpful and primarily con- 
cerned with getting at the facts. Some of the participants were more 
obviously there as advocates than were others, but at no time did 
point-making take precedence over efforts to help us find the facts. 

<^he following oDetf|||tipns are generally subscribed to by all the 
staff member^ who participated in these sessions^^ot all of us would 
subscribe to every letter of what appears in this wport, but none of us 
discern l. a jor errors of reporting* 

"The staff members do not believe we were commissioned to make 
recommendations for legislative solutions to any of the problems we 
obeerved, and we have sought to avoid that in this report. 

"l — SCOPE or THE FROBLEH 

^ Before we departed Washington, all of us had been told that the 
loan volume— so far in 1975— i.e, amount of money lent and the 
number of borrowers having loans approved — was down substantially 
from last year's corresponding period. Although an occasional lender 
. or school felt the fi^re too high, it was the clear consensus of tibose 
to whom we talked m the field that the program was "down" 40% or 
niore as compared to this time last year. Unusual backlogs of applica- 
tions are on the desks of some student aid officers, but no one asserted 
that this accoimted for the major part of th6 drop-off« The field trip 
confirmed that in Calendar 1978 dollar volume is generally lower, 
month-by-month, than for any vear since 1970. 

"2.* Unsubsidized loans are being made prly rarely, but this is not 
inconsistent with the general pattern of lending institutions in earlier 
vears. So we found evidence neither of any drop-off in unsubsidized 
loans nor that unsubsidized loans were taking up the slack. 

"3, Most lenders decline as a matter of Jpolicy to make *split 
loans' — a subsidized loan for the amount recommended by the institu- 
tion and an unsubsidized loan for the remaim^er of the student's 
reouest. , ' ^ • 

"4. While everyone felt that the net volume of the program would 
declipe this year, there was some diskgreement as to the precise mathe- 
matics of the decline. It was widely believed by those to whom we 
talked that the situation would improve. However the number of bor- 
rowers would be less than beforehand that amounts of individual sub- 
sidized loans would be reduced. Yet statistics provided us by OE sug- 
gested that the "average loan" was actually going up by a few dollars. 

"n — EFFECT OF TUB DECUKB 

"1. In each of the meetings, the participants were asked if this year's 
decline represented an actual drop in the number of students who 
would be attending school— or merely a drop in the number who would 
do so with the help of guaranteed loans. The reactions to this question 
were not uniform. In Atlanta, Dallas, San Francisco, Kansas City and 
New York, aid officers felt strongly that some rejected borrowers 
would be unable to attend the schools they chose initially, but the aid 

14J 
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officers were reluctant to assert that substan .al numbed of stud^^ 
would be out of school. In Boston, however, the f»d,°f gfto reSr 
that a "substantial" number of students jvou d ""^XStf S ob- 
in the fall. All of the officers questioned felt that 
teiniSg loans would work a fiardship on many students and their 

There was a general belief-attested to by both student aid offi- 
cer? aidTnde^ tLt the most serious ^^^uctions m prevnou^^^^^ 
levels are being felt by students whose ad]ustcd fai^iY, ^"^"'"f ^ 
SmO and up Although there were horror stones told of students 
? oSammesUing l4er incomcs^ing fou^^^^^ 
any loan, the persons to whom we talked felt that the largest numoer 
of turn-downs were in the "middle-mcome" bracket ^ . 

While some student a d officers and most lenders admittea tneir 
own-anTom^Snedofeachother'^^ 

mendations produced by the need ana^y^f '"P"^",^"^' STe 
tL bank from an aid officer-they repeatedly suggested that the rec 
Amended amount least likely to be change/ was one a^ssed by the 
PomniitiT as zero In other words, student aid officers occasional^ ana 
ban£ verTSy, were willing to increase a small recomWa^on 
£t thev were almost never wilfing to grant any loan to a student w i h 
rLro^recoieSl treating^he zero recommendation virtually 

"^^tZi^utit^^^^^ policies, refusing t. lend to f resh^ 
mpn or to students who had no previous customer relationship with 
Te baiik Thrfenders did not s^en. inordinately distressed to learn 
thlt policies might make them ineligible for participation m 
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"UI — REASONS 



"A Program-related reasons ^ ^. j 

"1 (a) The most frequently and urgently stated reason for the de- 
cline S the needs analysis requirenient "f ou have chang^^^ the pro^ 
gram", one could paraphrase much of what was said, from loans ot 
Convenience to loans of necessity. It is no longer a P^g/am ^^^^^ 
income people. It is now for those who can demonstrate need 

A frequently voiced complaint was that the needs test multi- 
nlied the papel work involved and tripled application processing time. 
•^ " (c By those participants who agree to a needs analysis in prin- 
ciple, there was substantial criticism of the existing needs analysis sys- 
tems i leading to results which were variously described as ranging 
from unfair to absurd. , , , , * ^.u^ 

"2 (a) Paradoxically, although no one had a good word for the 
needs Inilysis systems, almost n.. was willing to depart from the 
Ss ficures that sysUim prescribe There were, in each of the re- 
gSl mSgs, aid^officers'who claimed a -"'"S^^^ ^ J,P!';ti W 
the needs analysis result, and some lenders who said they were willing 
to exceed the Recommendation of the loan officer. But they were a 



"(b) 'It was not always in.mediately apparent, but careful question- 
ing el cited in each meeting a deep underlying f Prehension about 
Ihf fate of an institution whose jld |icer regularly exceeded even 
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patently absurd needs analysis computations at the hands of some 
future HEW or GAO auditor. Audits of the recent past have left dis- 
cernible psychic scars on aid officers. 

^•3. There was some ambivalence as to where the participants wanted 
the responsibility for choice actuallv lodged. S^me aid officers and 
Sf>ine bankers indicated that they felt they were professionally com- 
petent to make those judgments, and just didn't want Big Brother and 
his auditors second-guessing them. Others— aid officers and bankers 
alike— argued that they did not, in fact, know their clients personally 
and well enough to make these judgments aiid they wanted further 
guidance in writing from the government. It seemed to us that those 
\\ho wanted authority and responsibility were substantially outnum- 
bex-ed by those who did not 

"4. Bankers who were willing to exceed the institution's recommen- 
dation did ask for access in some manner to the kind of data available 
to the student aid officers through the Parents' Confidential Statement. 
They were of course, wholly respectful of the confidential nature of 
iho PCS, and did not exT^ct to be shown it. But they did think that a 
synopsis of the information it contained would enable them to make 
better judgments as to the adequacy or inadequacy of the aid officer's 
judgment. 

"5. There was widespread criticism of HEW because of: 
" (a) The absence of a program manual. 

*'(b) Inadequate guidance as to what constitutes 'adequate documen- 
tation' for a recommended increase over the needs analysis figures, 
"(c) Apparent ambivalence in OE as to the relationship between the 
expected .family contribution and the guaranteed loan itself. 

*'(d) What some viewed — rather convincingly — as the fallout from 
an internal struggle within the Office of Education between those who 
wanted the Guaranteed Loan prograni to be strictly needs-oriented, 
and those who thought of it as a liberalizeiversion of what had begun 
as the '^middle-income family's student aid." 

"6. It was repeatedly asserted that OE had departed from Congres- 
sional intent. Floor comments about the "presumption of need" for 
persons with income of under $15,000 were cifcea, and those citing 
them felt that the program as administered (or perhaps the statute 
as written) had not reflected that kind of asf.umption. 

"7. OE's delay in announcing the latest special allowance was cited 
once or twice- 
rs. The great dday in announcing the 1973 allocations and side- 
lines for other student aid programs was cited repeatly as adding to 
to the slowness and possibly to the decline in loan applications and 
approvals. 

"5. Non-proffratn related reasons 

"1. A general decline in the number of loan applications was cited by 
several, but not all, aid officers. 

"2. In one meeting, nt least, the commercial bankers affirmed that the 
fact that^ notwithstanding the special allowance, they could make 
niore nioney in other areas tended to discourage them from active par- 
ticipation in this program-~even if it were further "sweetened' . In 
the same meeting, in fact, the commercial bankers participating were 
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unanimous that they lost money on the program. Some asserted thev 
were m it only for reasons of coitimunity service or to create good will. 
(One banker used the phrase "to recruit customers".) The motivations 
of other types of lenders were varied; , . , • 

«3. Frequent staflf changes at aid 6f|ces and in lending institutions, 
and the low priority college administrators put on staffing the loan 
offices were both mentioned as slowingMown the work of these offices. 

"4. A lack of direct contact between schools and prospective borrow- 
ers and lenders and prospective borrowers Vas mentioned. 

"5 With the end of the draft, with the iiiflation of educational costs, 
and for other, perhaps deeper reasons, theVe seems to be a gradual 
lowering of the value people are putting on higher education. A par- 
ent who would use his savings a few years a^ to send his child to 
college, or a student who would mortgage his dwn future earnings to 
enter or remain in college is not as frequently kicountcred today. 

"IV. — A RECOMMKNDATION, AFTER a\x 

"Ha\dng at the outset piously eschewed any intention or authority 
to make recommendations, the staff members who jriade these trips 
do have one recommendation which we believe should implemented 
^whatever the legislative or administrative action taken to meet tne 
existing situation. i i ' k-;., 

■ "We found in region after region that meetings like ours, bringing 
student aid officials and lenders together in large numbers were in- 
frequent. For each group, the other was, prior to our meetings, an 
anonymous group of shadow figures at the other end of a paper chain 
or a telephone. But they did take advantage of the onportunity to 
cxchance views and they appeared to benefit subscantially from meet- 
ing together. And we thinic they should be brought tofft^l^ ^"dis- 
cuss tl;eir common prohlems-and the problem of th^iir mutual 
clients— the student and the student's family. 

On July -26, the Special Subcommittee on Education held an open 
hearing in which the staff study was presented to the Subcommittee, 
and in which representatives of all interested groups and of the Office 
of Education conducted a round-table discussion of the problem, lb- 
findings of the staff study were largely confirmed m that discussion. 

AltHour" considerable support for a legislative remedy was ex- 
pressed in that hearing, it was obvious from a quick look at th^ cal- 
endar that, assuming a remedy is desirable, it could only be obtdined 
through unanimous consent if it were to be effective for loans tnis fall 
With the Administration and a substantial segment of the interested 
community opposed to legislative change, it was clear that unanimous 
consent could not be obtained. 

III. — ADMI.VI8TR.mVE ACTIOK 

\s pointed out above, the statute docs give the student aid officei-s 
and the lending institutions each <-onsiderable flexibility. They are not 
required to abule bv tlie computed results of a needs analysis m de- 
te?mming the actual amount of student need for a subsuhzed ban. On 
July -23. the Office of Education, in an effort to cope with what seemed 
to 1» a reluctance on the part of both to utilize this flexibility, sent out 
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letters to aid ofticei-s and lenders. The texts of those letters are a's 



BuuxriN TO ALL Studknt Financial Aid OrncEKS 

THK GUAUAN'n:KI) STUDENT U)AN PROQIL.\M 

During the last few months, there has been a marked decline in 
both the nninl«r and dollar volume of loans to students as compared 
to a year ago. We feel that this reduction may be due, in part, to a 
need for further clarification as to jMOgrain procedures and the o|>tions 
available to educational institutions in the administration of tlu! 
program. 

By way of background, the Education AmendnuMits of 1972 (RL. 
9-i-;n8) specified that in order for a student to be eligible for pavnu'ut 
of Federal interest benefits on a guaranteed loan, the student must sub- 
mit to the lender a recommendation by the educational institution as to 
the amount needed by the student to meet his educational costs. In 
making this determination, the school must subtract from the cost of 
education, the expected family contribution plus any other resouirt > 
or student aid which the institution determines to he' reasonably avail- 
able to the student during the period of the loan. 

It nnist be emphasized that the sole purpose of the schooPs recom- 
mendation is to help determine if the student will qualify for Federal 
interest benefits. Any student, regardless of need, may still receive an 
uiisubsidized loan if the lender is willing to assist that student. 

Furthermore, lendei-s may make a subsidized loan in excess of the 
school's recommendation (including $0 recommendation) provided 
that the lender has reason to believe, based on his specialized knowl- 
edge of the family s financial situation, that the schooPs deti rminatioii 
of the expected family contribution is not realistic. 

The following guidelines are provided to student financial aid of- 
ficers to assist them in the administration of the Guaranteed Student 
Loan Program and its relatiouhhips to other .student aid program^. 

1. Student financial aid officers arc permitted to adjust tlu' ex|)e( tcd 
family contribution where, in their judgment, the amount of the con. 
puted family contribution does not realistically indicate what tlie 
family can contributi to the cost of education. We strongly recom 
iriend that the financial aid officer exercise this option b\ carcfull> 
evaluating the nsulth of the needs test in ordi r tliat the most equitiible 
judgment be exen iscd in the processin»r of the student's application. 
Schools have been provided, in the instructions to FOKM OE 1200 
"Student Loan Application Supplement," 7 codes they may use when* 
the computed need, ils dctcriniiicd b\ the need.*^ aiial\sis h\stc»m, is not 
reasomdile. Sc hotil.-^ should ihn uiiient t la ir fih s ni> to the ba^>is foi using 
one of thes<* codes. If iiaMiiiabK dwi umentation c ^i^>ts. tiieie should be 
no concern as to exi i ptioub that tuny be taken in the future b\ auditois. 

2. If the student is not applying for Federal interest benefitj,. theie 
is no requirement that an assessment of ilut student's expected faniily 
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contribution be made. In such cases, the student need complete on y the 
affidavit portion of Form OE 12G0. Of course, the school will stUl 
have to certify the student enrollment, cost of education and other aid 
received on tlie regular appli.cation form. In th\j case of loans guaran- 
Led by State or private guaranteed agencies, these procedures may ^ 

TTSrt^S'of all aid made available to and received by a student 
may not exceed his cost of education, regardless of when he receives 

inhe student receives a guaranteed loan before the institution 
hflQ awarded aid, the institution must treat the guaranteed loan as a 
rS>J ce availabl . o the student towards meeting the cost of education 
T As Dreviously indicated, lenden; may make a subsidized loan to a 
studelit t'hat^Jee'ds the school's reconunendat on. ^^^ere this hap,^^^^^^^ 
the lender has, in effect, determined a new "eajpeo^c^^ ^^"J^. 
ftilw If the student receives a guaranteed loan £ J^^J f d °r jot) 
after the aid package has been awarded by the school there is no re 
qdrom Dt tha^t the^aid package be adjusted, Pyo-^^ed that the tota 
2id, including the guaranteed loan, does not exceed the c6st of 
education. J, ^ Herrkix, 

Acting Deputy AHSoc'utte 
Commissioner for Higher Education. 
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Dei'aktment of Health. Education, and 

Wei-fark, Office "of Education, 
Washington. B.C.. July |?, m- 

BuLLCTiN TO Aix Lending iNS-nTurioNS-THE Guaranteed Student 

Loan Prooram 

prooram operations 

During the last few months, there has been a marked decline in both 
the dumber ai d dollar volum^ of loans ,nade to students «s<:omi)ared 
to?ve.u- ago. W.. fool that this reduction may /ue in part to a eed 
for further clarification as to program procedures and the options 
available to lenders in the administration of this Prognim. 

Bv way of background, the Education Amendments of 1972 (P.L. 
90-318) specified tliat in order fer a student to be eligible for pay- 
?n"ent o Federal in terest benefits, the st udent nn.st submit to the lender 
rrfcomrnendaik.5 by the educational institution as to the amount 
neeTdT S sttident to meet his educational costs. I" i"^king this 
determination the school must subtract from the cost of education, tlie 
SecS S y contribution plus any other resources or student a.d 
Xcl. the institution determfnes to be reasonably available to the 
student during the [period of the loan. cpUnni'c . prom- 

It must be emphasized that the sole purpose ."f t e sd ool s lecom 
mendation is to help determine if the student will qualifj; for l^^ucrai 
Sterest benefits. A^y student, regardless of "^^d may s . I njc^^ an 
unsubsidized loan if the lender is willing to assist that student. 

148 
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. Furtherfore, lenders may make a subsidized loan in excess of the 
schoors recommendation (mcluding a $0 recommendation) provided 
that the lender has reason to believe, based on his specializea knowl- 
edge of the family's financial situation, that the schoors determina- 
tion of fhc <*expected family contribution" as reported in Part B- 
Scction III of OE Foi-m 1260 (Student Loan Application Supple- 
ment) is not realistic. ^Vhe^© the lender makes a subsidized loan that 
exc^ds*the school's recommendation, the lender has, in effect, adjusted 
the expected family contribution." Lenders should indicate in their 
files the basis for exceeding the school's recommendation. 

Lenders are encouragedto exerciser's option by carefully evaIua^ 
iuR the schooFs recommendation coupled with other information avail- 
able to them in order that the most equitable judgment be exercised 
in the processing of tlie student's application. Lenders have been pre- 
viously provided detailed instructions relatinji^ to procedures for utiliz- 
ing the school's recommendation to determine a student's eligibility 
for Federal interest benefits. Additional copies of these instructions 
may be obtained from the nearest regional office of the Office of Edu- 
cation or the appropriate guarantee agency. 

SPECIAL ALLOWANCE 

The Secretary of Health, Education, and Welfare has approved the 
Special Allowance at the rate of 1% percent per annum for the quarter 
ending June 30, 1973. It will be applied to the average quarterly bal- 
ance of loans made since August 1, 1969, and still outstandi' ^: All 
such loans are eligible for the special allowance, whether or not the 
loans are eligible for Federal interest benefits; and regardless 
of whether the students are in school, grace, deferred or repayment 
periods. 

Lenders are reminded that this rate is, by law, determined retro- 
spectively. That is, the rate reflects the economic conditions that ex- 
isted during the period April 1 through June 30. Thus, the effective 
rate of interest on guaranteed loans during that period is 8% percent. 
The note evidencing the loan, however, may not reflect a late higher 
than 7 percent , 

iSTUDENT ^X)AN MAKKKTING ASSOCIATION (SALLIE MAK) 

On July 16, 1973, Mr. Edward A. Kox, President of the Student 
Loan Marketing Association, announced plans to offer 700,000 shares 
of common stock to eligible financial and educational institutions, 
raising? $105 million for the initial .capitalization of Sallie Mae. In 
order to acquaint eligible holders more fully with Sallie Mae and 
this offerin<(. all lenders have been invited by Sallie Mae to a number 
of presentations being held throughout the couiitr\. Members of Sallie 
Mae's management and representatives of the several underwriters 
\s<l]J^onduct these information meetings. 

Sallie Maes objective is to provide liquiditv to the student loan 
market. Caspar W. Weinber/jor. Secretary of ifealth. Education, and 
Welfare (HEW), declared that '*S«llie Mao is a milestone in the Gov- 
ernment's Guaranteed Student Ijoan Program (GSLP).*' Sallie Mae 

14 'J 
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is empowered to provide liquidity through secondary "^^arket actmties 
whicrcan involve the direct purcliase and sale of student loans as 
well as the issuance by Sallie Mae of commitments, cuarante^, or 
other undertakings with respect to student loan^. In addition, ba lie 
Mae can engage in warehousing operations which involve the makmg 
of loans to Tenders secured by student loans. Advailces made in ware- 
housing operations may not exceed 80 percent of the f ac« amount of the 
student loan collateral and proceeds from such warehousing advances 
arc required to be invested in additional insured student loans. 

WiLUAM M, Simmons, Jr., 
' - Director, Division of Irmired Loans. 

These lettere did not seem to have the desired effect. So, subsequent 
to the hearings, on July 26, the Subcommittee met informally with 
Office of Education officials and sought to make the. aid officers flexi- 
bility and his protection from audit exceptions more explicit. After 
that meeting, we sent a letter to Commissioner of Education John 
Ottina, seeking confirmation of our discussions, and on August 1, a 
response was received from Commissioner Ottina. The text of both 
of these letters follows : 

CONOBESS OF THE U VITED StATJ^S, / 

House of Representatives, 
' CojiMiTrEE ON Edcoation and Labor, 

Special SuBCOMMi-m^iE on Education, 

Washington, D.C., July 27, 1973. 

Hon. John R. Ottina. 

Commissioner of Educaiioii, Of^ce of hdaication, 

Washington, D.C. v .r „ ^ 

Dear Commissioner OrnxA: On July 23rd, Mr. Herrell of the 
Office of Education sent student aid officers throughout the nation a 
letter in which he assured them of their ability to use the flexibility 
the law affords them with respect to adjusting the amount of need 
which the aid officers recommend to lending institutions under the 

'^Tn™tl;Set'^?^I^Tr?ell assu.^ student aid officoi. that they ain 
indeed exercise their flexibility, and that "if reasonable document^ 
tion exists, there should be no concern as to exceptions that may be 
taken in the future by auditors." , ,, , • ^ j j t-j 

This sentence hasf apparently, not had the {ullotfect intended. Aid 
officer are vividly aw^re of previous HEW o^i^AO audits, and of 
strong exceptions taken by auditors with respect to awards made in 

■^'K'Sit lirofficei. ai. to be expected to exercise the discretion 
the law gives them, and Mr. Herrell's letter urge£ upon them the> 
must be ^iven some degree of assurance that they r.in carry out their 
rofesSonal duT^ reasonably free from auditors' second guessing. 
^ Toward he end of our July 26 liearing on this subject, you were 
present when Peter Muirhead engaged in a colloquy with committee 
members over what constituted "reasonable documentation. 



Our hearmg was forced to recess before we could work out sttis- 
f tctoiy ouestloiis and answers da^fyii^ and eziMmding OE's instruc- 
tiona, Education and Labor Committee staff met subsequently with 
Mr. Huirhead and discuesed such in9tructions further. This letter' 
seeks to put into concrete form the results toWard whi(^ that colloquy 
and subsequent discussions were tending. ■ 

If an. aid officer (1) has1)efore him the results of a needs analysis 
shoinng^ a ccnnputed need of substimtially less than the student is 
asUng to borrow, and (2) has in his files a stotement by the student 
and/or his family setting forth, in a manner which does not on its face 
suggest fraud or misrepresentation/an explanation for being unable 
to meet part or all of the computed expected family contribution, and 
(3) that reason is confflstent. with the econo^iiic Aids of Ufewiti^ 
family's income bracket and region and (4) the aid officer's decision 
to adjudt the ^toount of need is not clearly unrelated to those facts— 
may the aid officer have your commitment that your auditors will be 
infracted to recognise the student aidofficer's authority to make an 
adjustment on that given loitn applicati<m f 

IQ short, given the circumstances ouUined above, may the aid officer^ 
feel assured that he will not be held accountable a future audit, 
even in situations where the student or the student's femily have not 
, correctly stated material fects concerning their situation? 

Xattirally, we are asking for no such immunity, as to the^student or 
his family. We are seddng to hold innocent aid officers harmless, not 
to shield mtentional efforts to defraud the United States. 

We would also like you to clarify the kinds of 4locumentation that 
^ would be considered adequate to support aid officers' decisions of this 
kind. Would^a letter from a student or from a member pf his family 
be sufficient documentation if the student aid officer noted thereon or 
in a separate document, that he had relied upon the information so 
^ furnished by the ^dent or Ms family! Would sudi a letter received 
frcHn a lending institution from whom the student sought a loan be 
equally acceptule in the same circumstances! Would a notation, how- 
ever informal, written by a student aid officer to record information 
furnished him a telephone communication with a student or his 
family or with an official of a lending institution similarly be deemed 
adequatt^ documentation ! 

We would appreciate an immedii^te rieigoxm to these questions. If 
your answers are in the affirmative, we will undertake to secure the 
same instructions to the 6A0 auditors. 

Chairman Perkins of the House Committee,^ and members of the 
* Senate Labor and Public Welfere Committee have indicated to you 
and to us their deep interest in a speeiiy resolution of this problem, 
very tr&ly yours, 

James 6. OUara, 

** ' ' ^ Chainnaiu 

y John Delxenback, 

Banking Mil critj/ Member. 

• j • . 
Vol ' 
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Depaktm^ 0p Health, Education, and Weuahb, 

Washington^ D.C., Auguai i, mS. 

Hon* Jahbb G. OUaka, 
House of BepresentiUweSi 
Washingtonj D.O. 

BipAR Me. OUara: Thank vou for your letter of July 27, 1973, in 
which you set forth many of the questions and concerns regarding 
current procedures for the Guaranteed Student Loan Program which 
were raised at the July 26 hearing and in further discussions with Mr. 
lluirhcai I am hopeful that the mf onn*tion which follows will clar- 
ify the position of the Office of Educ^pm with respect to the total 
process of determining*need, includingUie adjustments which can be 
made and the documentation required. 

I should pomt out that the determination of need under all the 
financial aid programs has traditionally involved an adjustment 
process. The existing needs analysis services such as those provided by 
the CoUege Scholarship Service and the American College Te^mg 
Program, the two larg^ systems, provide only an estimate of a fam- 
ily's ability to pay. 'Ae judgment of the financial aid officer is indis- 
pensable in determining the amount of financial siipport that can be 
contributed for a specific individual. The inherent flexibility in needs 
analysis is well stated in the instructions provide^ for the College 
Scholarship system: • . • , , . # 

"Although accurate, objective data constitute the basis for systematic 
need analysisfthe resulting expected contribution should not be con- 
sidered scientifically accurate. Complexities in an individual s finan- 
cial circumstances and difference in attitudes toward education will 
require that an aid officer make adjustments in order to determme the 
appro6riate contribution from the student. In dom^ this^ he must 
evaluate both the objective and subjective information. available to 
him f rwn all sources. A system of need analysis vmst always he a guide 
for judgment, mot a substitute. A financial aid officer has a professional 
• responsibility to make equitable judgments about each individual. If 
he simply accepts the computed need as an "answer'* from a systematic 
need analysis, he shirks hjs responsibility to the institution and the 

student" ' . i.» ^ m 

On Section III A of form 1260 the amount of a student's family con- 
tribution as computed by a uniformly applied needs analysis ^tem is 
entered and no further doott.mentation is required. Section III B is 
provided to permit a student financial aid officer to exercise his judg- 
ment and take into account the individual circumstances of a student 

or his family. ^ , . , ^ ^ *^ 

The circumstances in which the financial aid officer is pennittea to 
makft adjustments are busically those provided in the 7 codes in the 
instructions to Form OE 1260. For code 6, "cannot meet expected con- 
tribution from income", the situation you have outlined on the top ot 
paire two of your letter would certainly be reasonable. In this case, 
there would be no question that the Office of Education would support 
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the iBStitution in an^ case where an auditor took exception to the action 
of the student financial aid officer. 

There^ are any number of ways in which such adjustments can be 
documented. For example, letters from a student or from a member 
of his family would be sufficient documentation if the student aid 
officefnot^thereon or in a separate document that he had relied upon 
thS information so furnished by the student or his fiunily; or ai letter 
received from a lending institution from whom the stuaent sought a 
loan would be equally accei>table in Uie same circumstances. A nota- 
tion, written by a student aid o&o^r to record information furnished 
him in a telephone communication with a student or his family or with 
an official of a lending institution woidd similarly be deemed adequate 
documentation provided the £nancial aid officef also wrote a letter of 
confirmation of the conversation to the appropriate party. 

While the financial ^id officer must always He the final authority in 
any system of needs analysis, he can onlv do this based on the informa- 
tion provided by the student and his family. The student is now, re- 
quired to execute an affidavit stating that the loan proceeds are to be 
used solely for Expenses i^lated to attendance at the education institu- 
tion. .The federal. warning clause on both the application and the sup- 
plementary form applies to the student and his family. Naturally, tne 
financial aid officer would not be held accountable if there were fraud 
on the part of the student or his family. ^ ' . ' 

In conclusion, let me emphasize that the Office of Education'is pre* 

Eared to support the institution in any exception taken in the future 
y au'ditors where the financial aid officer has exercised his professional 

i'adgment and provided rei'^nable documentation of the type which 
] have described above for adjustments in the amount of family con- 
tributioa. You have my full assurance in this regard. 
Best triaherf* 
Sincerely, 

John Ottina, 
Commissioner of Edwation-designcUe. 

cc: John Bdlenback. 

Congress o? the United States, 

House of Representatives, 
Committee on Education and Labor, 
Special Suscommittee on Education, 
} ^ August 5, 1973. 

Hon. Elmer B. Staats^^ \ 
Coffiptroller General of the United States^ 



\ 




Wdsningtony DC, 

Dear. Mr. Staats: Enclosed is an exchange of correspondence be- 
tw<»en us and Commissioner or Education John Ottina. In these letters, 
we have sought to obtain an explanation of OE policy toward the 
exercise of the discretion which Section 428(a) of the Higher Educa- 
tion Act as amended vests in ^student aid officers at postsecondary 
e Jucation institutions. ^ v 

In our opinion^ Commissioner Ottina's August 1 letter, in which he 
responds affirmatively to (the question we posed in our letter of July 27, 
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faithfully reflects the intention of the <^^g^'^J'STA^^ 

428. And it will give student aid officers 

fHHiotua judgment wUl not Ughtly be set aside by HEW augtore. 

In our letter to the Commissioner, we said that f he <»«ld mve us 
an ifimaS^ aSwer, we would seek to secure similar instructions to 

**^^pl7j^TfTisl^^^ 

piSSiSn^ch the Chairman and Ra-'f"! ^m^^^ 

St)«)ciftl Subcommittee on Education have put upon ^"^J^*^ 

S>S£ £;^°.««£Ta?Gtr«.°d student Lo«. Progr.^ 
Verytralyyouis, j»he8 G. CHa^i, 

Chairman. 
John Dellenback, 
Banking Minority Member. 

In summation, Mr. Chairman, while the Vrfi^^J^l^l^^'^l^^ 
teistudjmtlxKmP^^ijb^^^ 

little closer to the original intent of t.^£"|^_JScSS he^^^ 
missioner Ottina's letter 9*/."/;^^ 

in emphasizing for financial aid o^.^f ^P^g^^^S level 
avaUable to iSem m determining the eligibility ^ana 

S Zl I preparation^for their expiration in 1976. 

Very truly yours, ^ OTHara, 

Chcurrnain. 

John Dellenback, 
Ranking Minority Memher. 
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Hon. Jauzb G. 0*HAaA. 
' Chairmen, Special 8uhc(mmitte€ on Education^ 
0<mmiUee an Education and Labor, 

Sou$e of Repre$entative9 " ^ 

4Ut?!stf ^® ^^^^ ^0 y^"' Aogust 6, 1973, written 

jointly with the Honorable John Dellenback.Vconcernlng the role of General 
Accotinting OlBce auditors in reviewing .,the Office of EducaUon's Guaranteed 
Student Loan program. 

. Your letter of Julj 27, 1973. to the Commissioner of BducaUon. John R. 
Otttna, referred to Mr. HerrelVs correspondence dated July 23, 1973, to student 
aid offlcera throughout the NaUon. Mr. Herrell stated that student aid officers 
^ exercise flexibility in determining the amount of an individual student's 
financial need, and that 'If reasonable docfumentation exists, there should be 
no concern as to exceptions ^at may be taken in the future by auditors." 

we have always recognized the need for student aid officers to deviate from 
student need formulas In providing financial assistance. Our concern has been 
that student aid officers had not always maintained adequate documentation 
to support such decisions. 

^ ^^o*^"®^^ ^^^^ ^» to CJommissioner Ottina and his August 

1^973. response provide useful and definitive guidance to all auditors as to the 
type and nature of documentation expected to be maintained by student aid 
officers. .You may be assured that we will continue to monitor the Guaranteed 
Student rx>an program in conformance with the congressional Intent 
Sincerely yours, 

ELMfcH B. Staats, 
Comptroller General of the TJnited 8tate$, 



IPPENDIX B.-IlKOfl-ATlONS FOK Ari>LICATION FOK FeDEIIAI- IKTKR>^ 
^£S™ AK.> StUOKNT AmUAVIT, FKOKU.VL, StATK ANP PrUVAT^^ 

I»R00RAM8 OK I>0W-1nT>:RKCT IxJANS to VoCATIOXAI, STCDhNTS AM) 

IX iNCTITfTIONS OF IIlOIIKR EoCCATION 

Title 4&-PUBLIC WELFARE vi 
Chapter I-Offlce of Education. Department of Health. Education, and WelfarJ 

ITT liVnnAT STATE AND PRIVATE PbOORAMS OP lOW-lNTEREaX LOAKS TO 
v5STl"7l.^lS«rNVsTUDE W INBTITUTIONS OF HlOHKa EDUCATION 

IpPUCATIONS for FEDEBAI. interest BENEmS AND STUDENT AFFIDAVIT 

A proposal was published in the Federal Reoibter on Odtober 28. ^^^^ (Vol 
37 No 20». p. 23152) to amend Part 177 of Htle 45 of .he Coie ot Fedwal 
Riitulatlon to reflect certain provisions of the Education Amendments of 1OT2, 
Sc Uw aS. The icey provisions of this proposal were essenOally as 

StJSt^nV^tll^^^^^^^^^^^^^^ 

tid The^tlon VouMd define "expected family contribution" and specify the 
3 UHm^fnftr. aSd between borrowers with adjusted family Incomes of 
feL ?han $15 oSS andTho^ wlt^ adjusted family Incomes equal to or in exce^ 
nf «15000 No^lnrin the revisions of 8 177.2 would Impose any new restrlc- 
U^^ o^he making ot loans as to which no application Is made for payment of 

""2'"^" sT7nrwouTd set forth the rules applicable to the of tbe 

staiuS required affidavit that the student will use his loan proceeds solely 

"'TnferMt*lS"wr^8on8Tpre Invited to comment on the proposed amendments A 
numK re^SntrcCe^ the methods of <1«»«;;":'"'S%% I? 

f«mirv contribution wh;"*! n'ere authorIze<l under the proposed 5 177.2(c) (^) 
wou ld%rodu« unreall^tlcally high figures with respect to 
rger Wndent on ">eln parents -.1 w^^^^ SlorarinS" wiut 

unde!! !ny m"thj!cl which has been .0 promulgated It Is expected that the Com- 
mlsMoner will promulgatp at least one .such method "^""'y; 

The majorltv of the other comments expre.sslng (llssatlafactlon with the pro 
Dosod reKu"a ory a.,iendment.s contained objections to the Inclusion of statuto^ry 
?co«freS o7thc omission of provisions unnuthoHzed b.v st.HUte. In partlcu. 
[ar It should he noted that the law requires that In ""'er/"r any student. 
lo^rtiPw of adl isted famllv Income, to qualify for Interest benefits, the cduca- 
MonnnUltS^ Is to attend must determine the umonnt of his need 

or a lian bv s™.tZ^ the estimated cost of his <^^^<^^<^<'^''\f^,Z\^^ 

sH^M-rsirrZ^^^^ 

performing this fnnctlon. ' • 
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other reapondentfl objected to the requirement t^int the new student affidavit 
oe signed in the presence of an authorized person other than one who takes 
^SUu*" recruiting of students for enrollment at the prosi)ective borrower's 
eUgible institution, '^e Commissioner believes, however, that although this 
requirement may cause some parties some inconvenience, the segregation of the 
two functions will tend to prevent the pro formn treatment of the affidavit and 
to encourage the deliberate consideration of its terms by the prospective 
borrower. 

Man^^toments were also received concerning the proposed form to be used 
with tS^anended regulations, which wns published as an appendix to the 
prOROsedmgulatory amendments. A num»)er of the ideas contained In these 
comment* are being incorporated into the final form, which will be available 
shortly. \ ^ 

Inasmuch as the Office of Education is currently reviewing the suitability of 
. a number of methods of determining expected family contribution for this and 
other Federal student assistance programs, methods named In § 177.2 (c) (2) are 
being approved only "until further notice." 

In light of the foregoing. Part 177 of Title 45 of the Code of Federal Regula- 
Uons is hereby amended by revising {f 177.2 and adding a new §177.10 (which 
sections shall be Identical to those included in the proposal published on 
October 28, except for^the modifications indicated above)/to read as follows: 
I m.t Student cUffihilitp for interest heneftis. 

it^^^ A student: (1) Who has received a loan from an eligible lender under 
(i) a student loan insurance program meeting the requirements of 5177.12 or 
J 177.13, (ii) a program meeting the requirements of §177.14, or (lii) the pro- 
gram of Federal loan insurance provided for in Subpart E of this part, (2) 
who is enrolled or has been accepted for enrollment as at least a half-time 
student in an eligible institution, (3) who has had made on his behalf the 
determination nnd statement (nhd, ns applicable, the consultntion ) provided 
for in paragraph (b) of this section, and (4) who is a nntional of the United 
States or is In the United Stntes for other than a temporary purpose and 
intends to become a permanent resident thereof, or is a permanent resident 
the Trust Territory of the Pacific Islands, is eligible for payment on his behalf 
of a portion of the interest ns determined >under § 177.4. 

(b) In order for a student to be eligible for 4)ayment on his behalf by the 
Commissioner of a portion of the interest on a loan as determined under § 177.4: 
(1) The eligible institntion nt which the student has been accepted for enroll- 
ment or which he is nttending (and in good stnnd^ng as determined by the 
institution) must, prior to the mnking of such lonn, (i) determine, pursuant to 
paragraph (c) of this section, the lonn nmonnt needed hy the student, if any. 
and (ii) recommend thqt the lender mnke n lonn In the nmonnt so determined, 
and (2) the loan must not exceed the eligible institution's recommendation 
unless the bnsis for the lender's mnking a larger lonn hns been reduced to 
writing and made a pnrt of the lender's records. In addition, in the case of a 
student with an adjusted family income equal to or gr<fttter than $15,000, if 
the loan exceeds the eligible institution's recommendation, a portion of the 
interest on such lonn will l>e pnid pursunnt to 5177.4 only if piior to making 
the loan the lender consults with the eligible institution with respect to the 
latter's recommendntion. The lender must keep n record of such consultntion. 

(c) (1) The determinntion referred to in pnrnjrrnph (h) of this section is to 
bo made by a responsible officer of the eligible institution concerned by sub- 
trncting from the .nmounf estimnted hy such institution to he the cost of attend- 
ance nt such institution for the period for which the lonn is to b^ made, the 
expected fnmily contribution with respect to such student plus nny other re- 
sources or student nid thnt such institution detormineft to he rensori.nbly .nvnil- 
able to the student during such period. 

(2) For the purpose of this pnrnfrrnph the "expected fnmily contribution" 
shnll menn the nmount which n student, his pn rents, nnd his spouse mny he 
renlisticnlly expected to contribute tow.nrd his postsocondfl ry educntion for the 
nendemic period to be covered by the loan. The determinntion of the expected 
fnmily contrlhurion must he mnde hv m eligible Institution through the tise of n 
method, embodying nnlformlv nppHcnhle stfindnnls nnd criterin. which tnkes 
Into nccount the incOi-ne. nssets. nnd resources of the student nnd. except where 
the conditions set forth In 8177.3(c) nre met. the income, nssets. nnd resources 
of the student's pn rents nnd spouse Any method used under nn ngreement be- 
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tween the eligible InsUtutlon and the Commissioner In connection with the 
administration of any other program of Federal "sslstence ois u^^^^^ 

further notice, the Alternate Income System, the American College Testing 
Program system, the College Scholarship Service system, or the Income Tax 
system, will meet the requirements of this paragraph. Other methods may 
meet the requirements of this paragraph but only If, except as provided in 
subparagraph (3) of this paragraph, they produce results which are, on the 
whole, not dissimilar from those which would be produced under any o' the 
methods referred to in this paragraph. The eligible institution shouk .ke 
appropriate adjustments to the results reached under any of the fPi'-pved 
methods so as to consider niore meaningfully the individual circumstances of 
the student Involved and, where applicable, his parents or spouse. Information 
about the generally recognized methods of needs analysis may be obtelned from 
State or private nonprofit loan guarantee agencies, the regional offices of tne 
US Office of Education, and the Division of Insured Loans, Bureau of Higner 
Education, U.S. Office of Educnticm, Washington, DC 20202. 

(3) With respect to a stiidont who.se parents' income need not under § ITJ.^J 
(c) be consldere<l in computing his adjusted family income, an ollgible instltu- 
tlon may determine such student's expected family contribution through the 
use or a method which, by taking Into account the family respnnslbimies of 
such student, produces results dissimilar from those v.hich would be produced 
under any of the methods rofprred to in subparagraph \2) of this paragrapn 
which do not take such factors into account. Such a method must be one which 
has been promulgated by the Commissioner or which produces results which 
are, on the whole, not dlssimllrtr from those which would be produced under 
any method which has been so promulgated. , , „ t 

(d) To have interost pnvmonts mado on his behalf, a student shall submit to 
the lender a statement in such form as the Commis.sioner may proscribe, which 

A ^Unification by an pliglble Institution that hp is enrolled at the Instltu- 
tlf a or has been accepted for enrollmpnt: d^-o ,^wHor iiU 

(2) Information necessary to detenninp, pursuant to U7<.3, whether ms 
adjusted family Income is less than $in.0OO: _.„„fi^„ 

(3) A statpmpnt from thp eligiblo institution containing the detprmination 
and the recommendation provided for in parngrnph (b) of this section : and 

(4) Information concerning ntbt-r b»nns to him which have been made under 
programs covernl by this part or Part ITR . . ^ ^ fi^„ fhn 

(e) The lender acting in good faith, umy in the absence of information to the 
contrary rely upon statements submitted by the borrosyer. his family, or an 
eligible institution pursuant to paragraph (d) of this section. 

(f This section shall applv to a loan ;f application for an in^^urance commit- 
ment wlVh res^^^^^^^ snch loan is received after February 28. 1073. by "fate or 
private nonprofit agonoy under a student loan Insurance program ^r^^e appro- 
prlate regional oinoe of the U.S. Office of Rduoa ion under the I"-ogra»^ 
Federal loan Insurance, or if a note or written evidence of a loan commitment 
r. exenited after February 28. 1073. under a direct State student loan program^ 

(g) Nothing in this section rofpilres determination of nenl for a loan or or an 
CTpected famllv contribution or of adjusted family income w th r^«I»^ct to he 
making or insuring of any loan covered by this part as to which no application , 
for Federal interest benefits is made. 

(20 IJ.SC. 107S 

$m./0 Affidavit. 

fa) So loan or loan jruaranteo may be made under thi^ part unless the 
student to whom it is made has filed with the lend(>r an ::ffidavit. on a form 
provido^^ approved by the Conuni^Moner. stating that the money attnbutab o 
riuTh loan or loan guarantee will he used solely /^l^^^'f 
- attendance at the eligible institution ^^bich the student intends to attend or is 

"^Tbf The student must .ijm the aifidavit in the presence (jf a notary or otlier 
ner«on who is lejrallv authori5?ed to administer oaths or amrniat.oiis and who 
S^s noMak part In the recrnltinj: of students for enrollment at the eligible 
in7itu?Ion which the student intends to attend or is atteiu Inj:. The notary or 
oXr person must enter his signature and, as applicable, his seal or stamp oi. 
the afl[idavit form. 
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(c) The affidavit mwt be filed with the lender before the lender may apply 
for Federal insurance or a guarantee from a State or private nonprofit guaran* 
antee agency or, where the lender operates a direct State student loan program, 
before the loan for which the student is applying may be made. The lender 
must retain a copy of the affidavit in accordance with 5 177,8 (e), A copy of the 
affidavit or a statement that the affidavit has been filed must accompany the 
lender's application for Federal insurance or for a guarantee from a State or 
private nonprofit guarantee agency, 

(20 U.8.C. 1082, 1088k) 

Btfective date. The amended J 177:2 shall become effective as of March 1. 
1073. That part of new § 177,10 which does not merely restate or interpret the 
law shall become effective February 2, 1973, 

Dated: December 26, 1972. 



i^pproved: December 26, 1972, 
Elliot L. Richabdbon, 

Secretary, Health, Education, and Welfare. 



John Ottina, 
Actinff V,S. Commissioner of Education. 



(FR Doc.73-200 Filed 1-2-73:8:45 atn] 
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Appkndix (\— Statistics Kklaitj) to thk (Ji akanthki) Studknt 

r^AK PUOGRAM PuErAUKJ) UY THK U.S. OkFICK OF f^DUrATION 
Statistical Summao' as of June 30. 11)73 : 

ANNUAL lOAN VOLUME 



Federal program Guarantee agency Total '^•'"e"!.^?^?'*' 



Numl«r Volume Number Volume Number 



Fiscal ytir Volume (thousands) (millions) (thousands) (millio-\) (thousands) Volume Number 



1973... 



0 


0 


77 


48 


0 


0 


248 


330 


67 


83 


369 


433 


218 


248 


469 


539 


3M 


365 


486 


557 


4B4 


487 


S60 


594 


708 


692 


593 


564 


6S5 


S99 


S44 


489 


2.900 


2. 826 


3.800 


2.902 



77 48 , 

248 330 , 



1966 

?S 67 83 369 433 436 515 7 -4 55 1 

969 218 248 469 539 687 787 57.5 52.8 

jSx tij 365 486 557 840 922 22.3 17.1 

??? 487 XO 59i 1.044 1.081 2;-3 }7.3 

|q„ ?08 692 593 564 1.301 1.256 24.7 6.2 

Ill til 489 862 700 -7.9 -13.4 



Total. . . 2. 900 2. 826 3. 800 2. 902 6, 700 6. 728 



DISTRIBUTION OF CUMULATIVE LOANS' 



Family 'ncome Adjusted Gross Pace ' Sex Academic year 



$0to$2.999 22.1 13.2 White 82.0 Male 63.8 Ist 34.5 

j3W0tij5;999.. 23.4 16 0 b.ack P2 Female 35.6 2d.,. 20.4 

$6:000 o|«999 . 23.5 18 5 Other 2.1 Noresponse.. .5 3d 8.7 

|9000to|ll^9:..:... . 18 1 19.5 Noresponse,. 3.6 <th 16.^ 

HiiOOO to ^14.999 10. . So es n«:-^ -3 



J15.000anJove? 2.7 16.4 



1 As of iune 30, 1972. 



LENDER PARTICIPATION 



Type of lender (includes some branches) 



National banks . 

State ban.Hs 

Mutual savings banks... 

Savin^^s and foan 

Credit unions 

Direct loan programs. .. 
Other ... . 

TOTAL. 



Number 



5. 792 
8, 365 
447 
1.665 
2. 592 
2 

314 



!9, 177 



Percent 
of lenders 



Cumulative * 
percent of 
loans 



Eligibli) education 
institutions 



30.2 


40.0 


Higher Education.. 


43.7 


29.4 


Vocational 


2.3 


8.7 


Foreign 


8.7 


7,1 




13.5 


3.0 


Total .- - 


0.0 


5.9 




1 S 


5.9 




100 0 


100.0 





3.925 



. 8.229 



t As of iui>e 30, 1972 
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mn^ if ANOSPfCrALAllOWANCC TOTAL PAYMENTS 



Fifcal year: 
1967 . 
1968 
1969 
1970 
1971... 
1972. . . 
1973 . 

Tolil.. 



interest Special allowance 



$5 421,768 
20, 9S9. 537 
48.409,122 
80,473,157 
129, 923,050 
171.707,845 
201,490, S05 



658,414,892 



$4,954,823 
16, 551,641 
18,123.333 
22.568.682 



62,198,479 



Federally insured 
Guarantee agency. 
Federally reinsured 



All claims 
paid. 
' amount 



$61,976 
86.901 
48, 371 



CLAIMS SUMMARY! 
(Dollars in thousands) 

Default 



Amount 



J55. 277 
78. 342 
42,829 



89 2 

90 1 
88 5 



Bankruptcy 



0e2th and disability 



Total Amount 



J3.3S0 
2.680 
1.433 



Total 



5 4 

3 1 

3 0 



Amount 



J3,349 
5.879 
4. 109 



Total 



5.4 

6.8 
8 5 



«As,of June 30, 1972. 

Note —Summary of collections since inception Federal insured loan piogram. $3,260,551, Guaiantee agency loan 
program (rernsurance), $3,142,210. 



GUARANTEED STUDENT LOAN 


PROORAM LOAN VOLUME COMPARISON, 


MARCH. APRIL, MAY, JUNE 1972-73 




Federal insured loans 


State and private 


guaranteed loans 




Number 


Dollars 


Number 


Dollars 


March 










1972... 


42,793 


19.775. 782 


15, 799 


14.577. 197 


1973 . 


?3. 794 


23. 588. 160 


8.378 


8,012.356 


Loss 


18,999 


16. 1877622 


7. 421" 


ileJisTi 


Percent 


44 


41 


47 


45 


April 










1972... 


36 532 


33.655. 580 


9. 798 


9. 590. 466 


1973.- 


17. 269 


18 778,843 


5,270 


5.215,918 


Loss.. 


19, 263 


14,876, 737 


4.528 


4.374.548 


Percent. 


53 


44 


46 


46 


May 










1972... 


48, 771 


44. 328.177 


17,902 


19,305.855 


1973 . 


33. 514 


34,751.833 


9.892 


10,630,044 


Loss 


15^257 


9. 576. 344 


8 010 


8,675. 811 


Percent 


21 


22 


45 


45 


June 










1972.. 


ei 809 


61.373.171 


57.400 


68.370 677 


1973. 


47, 350 


52 200,864 


25,329 


30, 706, 502 


Loss 


14 459 " 


9 172,307 


32 071 


37.664, 175 


Percent 


23 


IS 




55 


March to June 1972 


189 90S 


179 132 710 


100 m 


111 844 195 


March to June 1373 


i?l 927 


129 319 700 


48 m 


54 564, g?0 


4'monlhs loss 


07 978 


49 813 010 


03) 


57 279 370 


Percent 


30 


28 




51 



erJc 
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RaiikiTS. t'iilli>;;i l«mii utlUcrs (Tiiiitcitt wflU ial.s \u Maixiaittl. Virmiiin 

niul thv District .sa> Mun mill^ isn't a .scrhtus loa:4 « rtsls fur ctille^e shuit iits 
now. 

lUU <lo!i*t t<*ll thixt to sdulents liko 8:irah Morse. 

'I'lu I^'tlu'sila ('!ma> Cliasi" lU^:!i Sthuo! June KrailuaU'. wlioso father is an 
eii^iinier for thv I^in'au uf Staiidartls, lias Wk^u ni'ctiiUii at (jriimell Colli'Ui', 
a u( 11 «« Jod lilHTa! arts institution nri inilrs from LK*s Moines, luwn. The 
otlu>r (lay. shi (ulh'tl iivt> Mar.\Iaii(l lianks to iUul out uiiciv slu- can Kct the 
^l.r»0<) loan she iieeds to attend OrinncU. 

IJoth ('he\3 (!hasi* liank and Trust Co, and Sulairhan Trust Co. tolil her tliey 
do not make I«>ans to frc^liinen. rni\ersit\ Naiiunal Hank doesn't particiiiatc in 
the stn(i^KHarantet>d student loan program. 

rntoa 'i'rust Co. ^tid she was eli;;ihle for a loan, hut o!il.% if her parents had 
maintained aeeonnt.s for the la^t three \(ars. w hlU^ Mars land National Hank 
sai<! a "depository relationship of six inoiitlW" 'v;u. ;r(inired. 

I\>verty-level studinU tan put to^;ether a pat Kane of noserninent scliola rshlp.^ 
and suhshlir.i>d liiaiis to atti iiil « ollc^^ . and studi nts from npper-im onte fund- 
lies i an de|KMitl lai fiiitttl\ rcsiiiirM s iMlnsi\il\ or hi^h i-oKt <'ommereial loans 

Hut the studiitt fn>iii n uiUldle tmoiiit. like .Sarali Morse, is hein^ increasinprly 
cut out from the low int^^roQt Ouarantee<i Stu<lent Ivoan pro;;nim. 

More than a yrnt a^o. (*on^ri>ss parsed an omnilais education hill that inten- 
titamlly direttt'd nton^ p»\rrnnient .stijipoxted l<ians ti>\\ards lower-inoime stu 
dents. A "neeils tr'^t"' was estjihlisheil reipiirln^: t'xtrnsUt^ KuuHn lluaiHial di«>- 
t l«'^ar«« to detcrndhk *.o should he elis:ihh> for loans, with the ^<»\ernm<nt ]4( K~ 
Injj up lhi» interest while the .^tuilont is In eollego and for nine months nftor 
m'adiiation 

Prerltiuslj, a $in.(KH) family iiuome wiis ^^i i rally ronsidertKl the cutofT point 
for a >:o\eriin»ei»t snh.sldizid loan Now many ; ^udent.** whose fandlies are In the 
$10,000 to ^l.'J.OCM) inioiiii Ttunzx are tlmlin^ out they no longer qualify for the 
tjovernment loan l«*ra«sc <tf tlx* striuKent new means test. 

Tht'^^e who di» not like .^arah lire I'li^rilile f»»r an niisuhsldixod. l»nt govern- 
ment ;;uaranteed loaii Smh a lo.in 1^ lil^ld> drsir.d»U. heiause It tarries a 7 
pon«'nt mnxlmum int«-rest rate ai d defer** repa>nient until after Kraduatluu. 

Kven thouRh hanks eannot lose n eent on such loaii^ slnee f«'deral or state 
agenrle'^ jraarantee ripa>niint tf the stuileut di faults-- many hanks. partitUlar 
ly in the Distriet. are not is^ninc lu >i>suhsfdized loans. 

Srndents and tlu-lr fandlios are foned. as a result. t<i ohtain c'o^tly romnter 
tlai loans with 10 to VJ. I't reent interest rate> and Imni^diate iiinntldy renay- 
meat reipdn'd. 

In S4aio' cast s. ^^tuthttt^ iMia!in<Hl fi^r ^uh-^idi/td luinis i\in\ tlif« needs test does 
not prtAhh' tlii'ia nn.rH-j to att* I .i hi;;h«'r » tist pri\ate eoIlt^«re or to go 

..v.ay to n i>nh]!( « ollem >^oiiie ntn*<t ^^ttth- for ttimiuntln^ to ;i lowor'co.st t>uh1ic 
eolleire. 

The tivvils test. fi*r example, reipiires a f.iially of t>^o ildldren with a $12,000 
Int ome (o i(»ntrihut( .<} anniiitil\ t>»uards tlir o>iIe^t> (Miut.ition of one ehild. 
A ftair no-ndier famll\ with a Sir».(MK) im<»me Is «'.\p<'rtetl ti»*f{«' nlde to afTord 
-"^li.4;!0 U Im'U other }i«sits arr Miunt«d. tin fjniiil\ mntrilaitiuh.N t'ven higher 

Costs fitT a hoarding stadent at the rnhirsii\ of >tar>l.iid are <'Ktiinate<l nt 
ahoiit .<2.200. whih* a private school, Ilko 0«»<'rKe \Va**hiiiirtiai Cnlversity, eo^ts 
ahout .<t.<;oo 



n'rom tin- \Vjishiiiirt«»n .star .Inh T-l, IJ^T.'tl 

MniiH.K-C'i^vss Coi.i.KOiANs Kkki.ing Loan Cbu.nch 



(By John Mathews) 





rrhe middle-Income student l8 very tlefinltely getting liurt severely," said 
•Robert McComiIck, director of the Kducntlonal Assistance Ofilce of the District 
government 

McComilck, whose agency processes loans for District students attending col- 
leges here or elsewhere, said he has gotten reports of students being denied 
guaranteed loans they bad last year. Ten D.C. hanks that cOoi>erate in a luduey 
IK)ol for stadent loans will lunko no loans above uhat the needs test, computed 
by college officials, indicates and plan no unsubsldlzed, guaranteed loans, 
McComlck said. 

A spokesman for local bankers, however. Insisted that Mrs easier to get a 
loan for college here than In Maryland or Virginia." 

Despite tlie Indications that some middle-Income students a. hurting. McCor* 
mlck said, student loan applications in the District are not exp<»cted to decline. 
In Maryland and Virginia, loan applications are also up. even though on a 
naiiu;;::! basis Uie C.S. OlTlce of Kducation reporte<l last month loan applica- 
tions were down yonie 40 iMjrcent. 

On Weilncstlay. a subconmdttfe of the House Kducatbm and Labor Commit- 
tee will receive a staff report based on a survey covering a number of major 
I'lties and states. 'Hie rei>ort is expected to sb that a student loan 'tIsIs 
np|)ears to l>e dcvelaplng. but that severity of the crunch varies by region. 

"We don't huve a problem nvMv. but it may be too earl> to tell." said James 
A- !-*eamer, ;,::.'cu:ive director of the Maryland Higher Education Loan Corp., 
which insures student loans in the state. 

In contrast to the District. Leamer said Maryland banks are issuing more 
unsnbsidize<l loans than last year and that the total number of loans has in- 
crcaMMl. although the amount of individual loans may be less. About 60 percent 
of the banks will not loan above the loan amount colleges have deterniinwl a 
student needs, even though they ar<» free to do so, he added. 

In Virginia. Fletcher Stiers. assistant director of the State Education Assist 
ance Authority, sjiid the student loan volume eq.mls last yean But, he added, 
*'lt*s really too carlv to tell, since our creates* volume is ne\t month." 

S>urprisin;:l.v. the current tight ni(uit.\ situation .^*'ems to have had little iai 
p:ict un the am(»unt of funtls hanks set aside for student loons. In the District, 
banks art? exi>c.,tv.5 to have a $(S million pool for student loans, about the same 
as last year. 

A Union Trust Co. official in BaHinu»re said his directors so far had placed no 
upper limit on how mui.h money can be used for stadent loans, and a Suburban 
Trust Cak siHikeswoman said $1 million ^v-s allotted for student Joans, double 
last year's a meant. 

Some bankers said that student*^ loans are. In effect. *ioss leaders" that cost 
the banks more thau they bring In. "Wc don't make a nickel on student loans: 
lt*s strictly a social serAlce. bald Jo*^ph W. Barr. board chairman and chief 
executive offict»r of American Security and Trust. 

Bank>J charge students 7 percent, then reo'iie an added stipend from the 
gmernment that varies, but now stands at three-quarters of one percent. The 
loans, however, are a sure thing, backed by federal or state guarantees. 

Kven with the rMatI^ely h»w Interest rate, compared to mortgage or short 
term loans, and the added paperui»rk reqiiire<l b> the government, some Other 
banks dl.<«pute Barr's contention, 

*'We Ivave found student loans very profitable." said the Suburban Trust 
Hpokeswoman. Bank^ think of the Inans as a long term p;A/)/].\vni Investmen^ 
hoping that gratefu! students eventually will become adult customers. 

Despite rebuffs from >t'iByland banks. Miss Mor.^te doej^n't plan to 

ahiinilon her i)lan to attend the Iowa college. 

Fven though Tnlon Trust requires three years as a depositor before nmking 
n student bmn, a •-poke<«man said that requirement is often waived in in<<* 
vidual case«<. S«. Sarah will try again. 

If »*be cannot get a loan. Miss Momo still plans to go to Grinnell. using money 
from a ^ll^^-a-week summer job and help from her family for at least one 
seniester and hoping a loan will materialize for the second semester. 
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The Ahesioan Bankers Association, 
^ , Wa9hinfft<m, D.C., Juip 20, 1973. 

Hon. James O. O'Hasa, » » v » 

Chairman, Speoial Subcommittee on Sduoation, 
House Committee on Education and Labor, 
Mouse of Representatives, 
Washington, D.C. 

bEAR Mb. CuAiBiiAN : The American Bankers xVssociation bad planned' to 
apiwar before your Committee on July 25, to te-stify on the problemsTfacing the 
<Juaranteed Studefit I^oan I'togram. However, t!ie change in the hearing date to 
July 26 made it impossible, because of previous- conuuitments, for our two wit- 
nesses to appear. Therefore,, we would appreciate it if you would permit us to 
submit this ietter»for the record. We recognize the value to the Committee of 
being able to question and elicit answers from the witnesses. The Association 
will be happy lo respond to any specific questions the Ck)mmittee might have. / i 

As you know, 20 U.S.C. 1085(F) defines "eligible lenders,' as banks, sayings 
and loan associations, credit anions, insurance companies, and pension xunds. 
At the present? time,, in excess of three billion dollars or over 7/) percent of th? 
outstanding Guaranteed Student Loans have been made by members of our 
Association. Needless to say, we have a very vital intere.<?t in this program. " 

Banks, like the Congress, State guarantee *af?encies, financial aid officers, and 
the Administration, ha<re taken cognisuince of the drop in both the number of 
loans and the dollar volume this year as compared to the same period In 1972. 

In^nn effort to ascertain the cause of this drop in loan volume, and in response 
to questions put to us during our appearance before the Senate* Subcommittee 
on ikln^ation. June 22, 1973, we have sent out a questionnaire to 2,150 selected 
banks. It was our hope t^at'we could supply the Committee with the results of 
that survey at this time but only preliminary results have so far been tabu- 
lated. We anticipate that we will have a reasonable sample tabulated by 7uly 
27» which would be indicative of reliable trends and opinions. 

.\mong the questions we asked were ; 

a. The total number of Guaranteed Student Loan apullcations received, 
accepted nnd rejected, January Wune 30. 1072 ; January 1-June 30, 1973. 

b. The total dollar volmne oa the number of accepted loans for the same 
periods. 

c. The number of loan8i)er student in respondent banks. 

d. The snfflciency of bank funds n vail able for commitment to the Gun ran teed 
Student Loan Program during the coming academic year for anticipated-' 
student demand. 

If the Committee feels the Information we nre able to compile will be of some 
assistance to its deliberations, we T:ill be happy to furnish you with the results, 
perhaps within this next week. 

In the pnst few weeks,' we have been^ contacting n number of our mojnbers to 
see If they could give ns some reasons^for the marke<l decrease in loan volume. 
Among the reasons cited are : 

a, Unfnmillarity by lenders, students, nnd schools with the new regulations. 

h. Ending of the draft and the pressure on mnle students to seek collegicte 
deferments. 

c. A reluctance on the part of some tnmilles to complete or submit the 
de.tnlled financial statement required for the **needs analysis.** 

d. ADplicatlon of the "needs test annlysis** seems to be eliminating this yenr 
many students who qunlified for subsidized lonns In the past. 

e. The addition nl time retjuired to npply the *'nceds test nnnlysis" hns in- 
creasc<l the npprovnl process in both time and effort. 

f. Keluctance mi the part of the finnnclnl nid officer to ndjiist "whnt can the 
fnmily renlistically contribute" nfter following prescribed, recommended new 
lefflslntive proroduros (Pnrt H. Section HI b 18 on O.B. Form 1200 1/73). 

g. Reluctance on the part of the lender to adjust the "nmount the school 
recommends" (Pnrt C. 29 O.E. Form 1280 1/73). 

\V(» cannot si»ecii!nt*» on why the financial aid nffloor is rcluctnnt to ndjust 
tlH» computed need. We note that the tyfilcnl lender seldom ndjusts the school's 
recommendation. The pn)Krnni now plnces the approval rcsponslMllty on the 
financial aid oflScer to make a thorough and comprehensive analysis of the 
student's needs. In addition, he should also know what aid Is nva liable to the 
student and the costs for attending a particular institution. The analysis and 
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'Another gronp felt that the mass of im^r work and volnmet^ of red tape, pln» 
delays in being reimbursed when a loan goes Into default, have made the pro- 
gram unmanageable and tmdeelrable. 

Most bankers agree that the Office of Education sh^Wf ultimately dovel(^ a 
different needs test applicable for these programs. There should be an entirely 
different test between a student receiving a grant and a student borrowing 
funds under the Guaranteed Student Loan Pnigraui which obligates the student 
to repay. This would, in our opinion, Im* Just as Important if the Congress 
adopted H.R. 9406. 

Finally, we would suggest that if Congress decides to amend Section 428{e)l, 
they also should amend Section 2(a)(7) of the Emergency Insured Student 
Loan Act of 1969 by striking out "July 1, 1974" and inserting in Ilea thereof 
"July 1, 1975." This would ensure our avoiding the continuing drama of the 
Guaranteed Student I^oan Program for at least next summer, and allow all of 
the parties an opportunity to see how well we arc oi»oratlng under the present 
program. , , / 

We appreciate this opportunity to i)resent our views to the Committee and. 
once again, we will be happy to assist you In any way we can. 
Sincerely, / 

Charles R. McNbill. 
Executive Director, Oovcmment Relations, 



WnrmER College, 
• . . Whittici% Calif., August 7, J97S, 
Hon. Carl Perkins, >i 
Chairman, Committee on Education and Latmr, 
Washington, D.O, t r* 

Dear Mr. Perkins: Directors of financial aid representing 52 independent 
California colleges and universities we^tbls week to 4iscuss their need for the 
1% administrative fee on Pederallf Insured Student Loans. The increase In 
requests over the past two years hasl^en overwhelming and we find ourselves 
unable to cope with the paper worfexeqnired by the government. 30% of these 
requests come from students who imve not previously filed Parents* Confidential 
Statements; we must therefore do k needs analysis, write two or three letters 
explaining why the Confidential ^tatelnent must be filed, make Individual 
judgments on the Supplemental ,Fotm, write special letters to bankers in an 
effort to find lenders for freshmei^, 4of students returning to our campikses who 
are over 26 years of age, and f<*r students who have no account relafltonshlp 
with any bank. Our business ofll^s have had to add extra liersonnel to\ handle 
exit interviews, computer servlces^and the federal ireports. But. disreg;arding 
the extra business service cost^, ItVls our considered opinion that In the Indi- 
vidual financial aid offices an average of 30 minutes Is being spent liandling 
the application for one loan. Oft^n times. In addition to this 30 minutes, there 
are interview« with students and their parents going over the details of the 
program. 

The Peclerally Insured Student Loan program Is probably three times harder 
to adn^i Ulster and more time consuming than the National Direct Student lioan 
on which a 3% admin Istratlvl" allowance has been the practice. T^e volume of 
business In the Federally Insured Student Ijoan program far exceeds . that 
handled In the Supplemental^ Economic Opportunity Grant program and requires 
several hundred per cent more time to administer; but. here again a Zffo 
administrative allowance Is In use on the one and not on the other. 

Anything yon can do to* relieve the pressures currently placed on financial 
aid officers will be greatly appreciated by them, by the colleges for which they 
work and hy the students they serve. Additional clerical help Is badly needed 
and n 1% administrative allowance would make possible a step forward In 
this direction. 
Sincerely, 

George K. Tenopir, 
Director of Financial Aid, 



/ 



/ 



THE FiftST National 
' . Scottsboro, .l/a.» July SO Jim, 

Hon. JAMEQ G. O'Hab^, ' . / ' 

bandlea these student loans to any «tent Aid/^unds Indicates that 

A communication we toate from the umtea '''-"P^^^.^V/f ""'1° which 
/v«.>SS.««7now considerinK some jnore tJhanges in this program, one wmcn 

and that have been approved by the H.EAV. ^P^'"^ program ^V^ovt 

[hat t'hL is rlsht. When we ''^ "i^-l^^'^^t ues to c^^^^^^^^^^ 
titlM t,. the Interest rate at those^^^^^^ 

K'ZnuXZZln^ If vo,, would advise at yo«r convonlence In reKard" to 
i ,„.!Vh"n«;« tT«M I'o ma.le I« the profiran. and your position on same. . 
- TliniililnK yoii liiul with Dest wishes. I am . 

Coi'dhilly .vours. "^Toh.n W. Oat. Pn-sirfcnf. 

~ Ai.ABAM.\ CiTT Bank. 

^ ■* tjAOSDKN. .\I.A.. SO. im.t. 

.T.\MKs <;. O'Haba. ; 

Unvhunt ItniliUng. 

lVfl»;M-nf/(o« a r ^ ^ co„sUU-rinK I..sI.h.tIon to 

elEtfTboTJi^In^nt' nl^t 'ZlL\.>rr..:r. es.ah.Is.. n..-I in order to 

■"TWhaf l7rstu:^^ -ally noods a I.,a„ tlu-n ho will ho g.a.l to hulicato 
a m>od f»r tlio loan In ordor to rocd^^^^^ stt-dents 

,„„»ly f'T n ioin Hu. loan Tlien this beooinos nn oxtni Imrdim 

for tlieso loans. 

Sincerely. C'ih-mt.ey. 



EMC 
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TiiK First National Hank. 
Hon. Jamks Aii^N. ScotUboro, Ala., July SO, WIS. 

Srniih- Office liuUding, 
,\Vii»hU\gtor:, !). C. 

off^Tndl^'l-' " ""^ Student Aid Funds to the 

PITwt fliat ( riiiKrcss ,s c.nsidcniiK Iccisliitlfiii to climiiiiite tlie requircmi'iit that 
. .v"v, "St"''""*'' """cf in order to receive an interest sub- 

Mdj. tor your infori.iutKm. I am i-ndo.sing a comj oflliis bulletin which might 
not lirtvo reached your desk. > 

iR^nl'uTw. 'f." ■'",""%"''«Sivli>Ks ahoiit the .Student Ai.l Loan Program in that 
Itoople who are able to send their children to school have still seemed to be 
« V tht' <" U'ake loans for this purpose, which actu- 

" '■^'f"^'*' "'at they coul.l use them for 

noni'ilueational purposes. 

• Wo hiive also had confnsioif t;aeli time tiiat legislation is passed to chance 

t ns program, us it seems to he done ripjht at the last ruinate and thi^ ties xiu 

t 'i^^m!^-! V''^M ^'^^"^^l.^^^-WK suggestion that this program ho left alone as 

L li^ ^'Z*'* «re Ivnown. I would 

appreciate hearing from you in this regard. 

Thanking jou, and with personal regards and hest wishes. T am 
< ordially yours, 

.7onN- W, Gay. Pns'nlcut. 
Matani;ska Vam.kv Baxk. 
Hon. .Tamks « (rilAKA. Anchoraoc Alaska, July 2i. im. 

Chairmnk Uouhc y^prcwl Sitthrowwittrr im Ednratkfti 
Woitfihujt'on, Djr, 

Dear Mr. O'llara: Our Bank hns actively participated in the Student Aid 
(fUarauteed Prr>gram. We pre.^ently have the following ioanj^: 

In payoff status: Amount. $21,437.27: uumher of customers, 2i)\ status eHgi- 
ble for intere.<?t subsidy: amount. $4i),388.«l number of cust<mjers. 34- statu<5 
not ehgib'e for F^ederal benefits 

In interim status: Amount, $16,860.33; 17 loans; status, eligible at 6%- 
rtmonnt. .$2*).700.00 : 14 loans; staus. eligible at 77< : amount. $0ft6f»7'>4- 61 
loans; status, not eligible. 

Eligible h)ans appear to be api>roximately one-half as much in dollar volume 
as tho>e ionns that are not eligil)le fru* interest subsidy. 

We believe thnt a showing of need for participation in the interest subsidy 
IS practix-al jmd [jropor We see no reason to eliminate such a requirenjcnt We 
believe this is a good program and tliat it is servicing both low and middle 
income peopio in accordance uith a need tlmt exists to fjrovide fimding for all 
clsi^^es of i>eople who may not be in a position to borrow for the term and in 
the amounts necessary, desiiite ai)p:irent wealth or financial staldlitv. 

We hopo our information nnd ^^jpini'^n will lie of as.^^istance to v(»u in Mmv 
delibenitir)n^, 

Very truly yours, 

Sioiior Viet* Vro^nlvnt, 



rMjUjrranil 

HrPICFSKXTAlIVF .I\>!KS (J O'IIaKV. 

Ohuirmuu of the ! I nunc S^prcinU ^uhcnmuuttvt\ 

T'ndcr«taiid Ponirres*? comtemp?ati«g rescinding need re«iuirement for quali- 
J finitinn for Federal interest sub*«idy on iruaranteed siudent b>ans. ^tronglv urge 
* von \\'(vk to prevent ^ur-h nction. Would appeal philos-ophicil base for guaran- 

Nm>(I IfMH oroirnui \M»nId 1m» nbri.ir.ifi-d by rc^^rindiuL: requirement e<:tab. 

lislnnent of need. 

Ti K. WOOHAT,!.. 

/ Arizonn ^tntc ComtnUvou for Ilifjhrr Edurafiou. 
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Branuywine Collkoe, 
^ Wilmington, Del, July ft, 1913t 

HON. JAMES G. 0*Haba. • , , ! 

^^^IT^i^^TonOHARA- As Director of the iJeluware Uiglier Education Loan 
iWa^S™^^ l>e very hesitant in changing the requirement. 

nfvr^^^^^^^ last .ummer be^-se of ci.anges in 

lawLndpSnres made by the Educutional Amendmeuts of Jun^^ 1^ 2 

'niP'imnks in Delaware have been very co oi)erative in \NorUng with tie 
prSram m^,kl^^?S available, anything done at this time to upset their 

^^^sTy'^fsi^ t^rthat the program should -tl^^^^^^^^ this school 
year and if you are going to make any changes, consider them for the spring 
of 1974. 

Very truly yours. ^ ^^^^^^^^^ ^ ^^^^^.^ e.P.A. 

Director, Delaware Wsher Education Loan Program. 



Central BbiAxmr School, 
Augusta, Maine, July SO, 1973. . 

Represe.vtative James G. O'Hara, 

Wa9htngton, D. , . , Q*n^ 

' Dear ^ir • I have had the opportunity to study and also work with the Stu- 
dent A^dFunrtr because many of our students tak^ advantage and 
have had Student loahs and are still taking advantage of tl^uK 

We are just ironing out some of the changes made in the past year and i 
slncereirf^l it unwise to make other chang^ the present time. 
I would appreciate your consideration In this matter. 

Truly yours.4^ CikmentE. FoirriN, 

Financial Aid Offlcer, 



roKUMBiA UNivKBsm- IX THE V JS"" 797^ 

' New York, N. Y., July 25. 1^73. 



Hon. .Tames O'Hara, 
HouMC of Representatives, 
Washington, D.C. 



iS!7co"rof88Man O'Hara: I nnderstand some consideration is being given 
to r^oS the applicant's Justification of edncational costs need from the 

''ITrKo ufe tS^'r^Cmrnt be allowed to remain as it 

ih) not need the subsidy. 

Sincerely yours, Thomas A. McGoet, 

Special Consultant to the President. 



CoN.sf:cT.c,:T Association or Stuof.nt Kina:,ciai. Aid ^^»^"=''|;j;';7««-,g73. 

'^:r^";;i"%^a^\^^soci.lion Of .<;tu<ln.t Financial Aid Administrators 
nc.p nviij^s- This letter is both a report and a request from the Connect!- 

Form 1200 missing or incorrect X 7 0 
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s ^^rLJ*?^if ®' ^^"^ Analysis Information in many eases necessitating a request 
tor Plyy, F^S or some similar document. 

(d) Speciilcally->a lack of clear-cut ^tten directives, guidelines, procedures 
or whatever from UHOE which spell out use pf GILP funds to replace Parental 
l^ontributlon. Many Aid Officers are wary of automatic Parental Contribution 
reductions to allow loan recommendations without such written encouragement 
and authorization from USOE. 

(e) Presumably from fear of audits, a reluctance. In fact, a refusal liv Banlc 
Loan Officers to increase the FAO recommendation. 

(f) A |)ollcy In Connecticut whereby Banks will not make non-subsldlzed 
loana ^ > ' , 

'The result Is Incredible confusion, a pai)er snarl and frustrated applicatita. 
There simply m.ust be a way of resolving these problems and I present two 
proposals for your consideration. ^ 

J ^^ii.^I'^^"^ request to USOE to provide policy guldeUfies to meet difficulty 
described in d) above. . 

(2) Amend present legislation to provide for 15/^5 rule— less than 15O0O 
adjusted effective Income, no needs test, over 15.000 a neetls test is r^Milred 

Your assistance will be appreciated. 
* Sincerely youts, 

P. Jerome Ci'Nni?ioham, President 




Bank of Dfxawarf:. 
« , Wilmin0m, Del, Julp 197S. 

KKPRESKNTATIVE JamES G. O'HaRA. 

House special ^uhcommiltee <m Bducatwn, 
Washington, D.Cf, 

Dear Sib: We understand that Congress is anticipating a change in the 
Guaranteed Student Loan Program that would rescind tin* proof of need regu- 
lation that was implemented several months ago. Our experience ^lith this pro- 
cednro has been favorable, and we feel that doing nway with this at tlii^ time 
would be premature. There may lie some imperfections In this metho<l but It 
seems to lie more effective than the procedures used previously. In other words, 
we feel that the "needs test" should be retained and modified as experience 
dictates. 

Very truly yours, 

William F. Bwty. .7r. - 
Student Loan Administrator. 
^ ^ 4. 

Congress of the r^nrn Statks, 

ITorsE OF Reprfsentatives. 
Woshinptou, T),C„ Juhi 25.J97S. 
Hox. James G. O Har-v. . ' • j 

Chairtnan, 

SpreiaJ Committrr on Education, 
Commit ire <m Edueation apff Labor. 
Uousr of Represrntntires, 
Wushinfjton. P.C. 

Hear Mr. Chairman: Re<*ent pnbllRhed accounts indicate that n imtontinlly 
.«»erif)us lf>an crisis for roUeRo students exi.st.s, A(Cf>rfliii;: to thes** nccounts. the 
new stringent "neetk test" far government subsidized sfn<lent Innns nnd th» 
refirnlntl<ms Issimd bv the Depnrtment f>f TIenlth. Edi^ation and Welfare gov- 
eniing the test a|»i>ear to U* at fj'ult. 

Ton know, of rimrsp. thnt until Marrh 1- i)f this \eMr the Oii:irantoed Stu- 
dent T.<mn Program stated that students from families with an adiustefl gr<»s.s 
lnrf»mp of less than $15,000 a ye.nr would lie «ll!c!!»ti« fi r sul^sidi/ed to:in*«. From 
IfWIS to 1072, the program provided loans of nearly liiMIon to thousands of 
dejier^'ine stude^tq. 

The neefls test, however. apr»enrs to have chanirecl the thn^sf of the lonn pn>- 
cnuu to fhe detriment of students froni nilddh»-inrome finnlHrw. Many students 
whose fjimllies arr^In the .tlO.OOO to *15.000 inrome ran^re are dl^^eoverlnj? that 
thev n,'» longer quntlfy for government subsidized loans. 

Speaking before the Senate Snbrommittee on Kduration last month. Donald 
Payton, President of the Xntional Council of Higher Edncation Loan Programs, 

I'/i 
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Wenumbet of student* «^ '^^^^J^'f survev o one 

''" o,nr,ull>. jf ember 0/ Co«!7re»». 



,1,„1 1...1.C '»■> ' „„,„|, ,.lt'» 

rss™"" 5.r 'rr;r;r;rrS 
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'Obtainable wit* 

tJie current not r«r<.iv«,, ,k ""^ '^t' ''ave f„„n,i / '"^"Knim 

Parents^th*^^"'- need, "as bwoSl '■^'«'°'°'''mlali„ ' h'^T «i"''ents- 

(I prpfpr f ^ the rini« f,. u sufficient 

f *«.m„„. «^^^ l>'dmnapol,s, July Is )9y , 

iiiiliisiPiS 
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It ui MitJumt tnu'stion tJmt tlu' hulk ot our stmlcut lojuis huvv gone to >tu-- 
<k»nts uudejst^rving of inU^rest beiietUfe. Parent's incomes and net W(»rtliS must 
Ue elo»»ely exinuintHl if tliis is to be a \M>rtliuinle pn)jri'aiu ami one tliat can 
take j>ri<le of imrticipaiing in. 



CoMMUMi'v SiAn: Bank. 
raton, loica, July 2iS. 191.}. 

Ilox Jamk^ (I, <VH\!:a, 

Jji.nsr of ncpiCHmtifitl ( 

\Vu'.\hhnjion, J).(\ 

I>{.AK yUi. <>'IIai:a We under.stand that some c<ai^i(h'iMtion ih lieinj; jiiven to 
the preMii! <tu(h'iit hwiu i»roKr.inis of tlie fedeial po\erninenL IJ^-pecialKv, 
chan>?es are heiii;; eonsitlennl rehiti\e to thf new "nee(l> factor" in the pay- 
ment of the loan interest l>.v tlie federal fjovernment. We liave made student 
loawN for II loii^ time ami in a niajorii,\ of instance^, tlie student or family 
oouM have jmid the interest. . 

In oiir opinion, tlu> drop in loan applications, uoticeal>le tlie past year has 
not tu an.\ ureat < xtent I'een caused hy the more restrictne ai>plication 

\V<' helie\(» llu' nced^ tfSt should he given a longer trial ^ince it ha> Ikmmi in 
force f«»r onl\ ji short tl^ne. Actuall\. ue are not ."sure tliat iiiti n'st tre*- ioan«^. 
are reallv m-ce. sar\. Interest mipht just a*; well he inelU(le<l in the n'paynicnt ' 
note and eventual! \ paid h) the borrower 
• Very truly .sour.s. 

Ii. 1> N(('K0i.i.s. Prcfttifvnt. 



TiiK Harlan Nation \r Bank, 

lUAK Kfiiitsf N FATivF O'Uar V We are in r«'ceipt of infurmatinn p-garding 
tlie student loan piograni and understand that your subcommittee on education 
ts eonsidering legishition to remove the requirement that stutleiu borrowers 
nni.st establish need in order to. receive the interest .^ibsidx. 

W have jnirticipated in this program for several years now and fee! that it 
i'^ a worthwhih' i»rogram: however, we d(t beli**v*' tliat a need should be estaln 
Iished before thf student is rlitrihle tit retene the interest stibsitly. Possibly the 
meth >d of estaldi^liMii; ne4-d could be .suuplified, l>ut we feel very stnmgly that 
Some nc(»(l '^Ijould be estal>lisluMl. 
Thank you for yotn- consideration. 
Very truly yours, 

Richard W. (>"I?rv\n. 

^ \H.^\M(int V >C( Ptrsuhnt. 



' .FoHNsoN St.vtk <'om.K(;i, 

.fnhu^on. Vi , 20, 1937. 

NKr>ON S SCIIAKM>IN, 

liit'rrtof. lifi'tn (ff/fffinftfr Dn tAmti, 
Vtrfttout >^tu({rn1 A'<'<i'<t<incc Corp. 

|)i vit \n r am v\rlting to provide m,\ eoMiuu»nts regarding the current 
nii'tliod of proM'v>iiig the guaranteed insured student loan. 

1 (a I I)oing awa,\ with the ari»itrary guideline of n .^l.'.OOO acijustetl gross 
iin-o.!'«» .<v the <'Ut-orf i)oint for federal inti'rest tjenetlt (lualification is much 
more ecpiitable. 

\\\) Allowing for the professional jutlgment of the college financial aid officer 
ill rerommonding a loan ttiat reOc' t^ tlio n-alistii' family ^itufitiou is a step in 
tlie right direction as FiKOCJ. VSAC grants and (junrnvtcrd U,u)ih will he the 
prima r.\ aitl source^^ for Vermont students in the future. 

(c) However, tlii^ system t»reaks down l>ecjiu.se it does not allow the col- 
h'ge to make a distinction hetwem a loan recommendation and a recommenda- 
tion for what i>ortion of the loau should he eligible for federal interest benefits 
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TIio l>ank$ iiri* lu'Mt.jiit t»> lUiiKf .i siil>nMii\r d«'risinn rrK-inlin}: tin* iiit<*n si 
a; ^ .iiui \h' \ iHih^; Ww {'iAU^av M'< oiiiiiu'iMhiti m u ;;unh'liu*'. Tlu* uui 
♦ 'Jtht'i i> iiiui Lu'»'<l \ tl.» iiolili'Ui th.it ij' lir <':uiiiot r<M'uji'nu'iul the >tu(l*'iil 

i ; AUli unii'iit ;irii<("liiM' i'^ ihc iniiuu' tt* mmIvc tlit! Uir 

< I - ill n<»: i.,;.k<' i li. I ^ul'"U'\» n^'stnu ! mii i»rt wcMt :i i , r ri" - uii' ? m.i 
;uiii ..'.('.(! lilt Vi^\ l.rih'tit (tu.ilitir:iti(in on ii'od A^^ l \>{'vi\ toid 

J\ I.J on ^rvt'V.t! iM'<;isiiin^ t!.c .unht ii 't ,m M pt s(U».HH'ti\ »» tlu'i^i'Uis, jt 

;i'»r|«t- tuv IjjruM- llu' .imI (>t!iM»r uiilr^ mi tli'' snMpU'im>ni:il foiui. TliMs 

tln' ! . n UMl \>v j('o|>,inli/j'tl It tl't' .ml n||M'i»r <anti<it mt niiiucnd f(Hlrral iMt^-i- 

V ^.•li.n 111 wi'uUl NriTiii t(. he :i Uiotlnnl uhi'n'!«.\ \\iv <'n!'r'4(» niil <»lInM>r roulti 
liuluato on tlio lojjn fnriii i\ distiuctjoii liotwt'i'ij .in niuiiiint ret'oiiunendwl for 
Im.iij ami un Minoimt rrtoiiumMKloU f<n' intrro^t hciu'lii^. 

Aiioili' T ^u;;jii'NtioM to maUr Ihc s.\stt'iii ^oincwliMt inorr olHcj^ nt uiiilo at tho 
biiiiH* time mhue tin* vuIuuh* of lU'cdlesv paiKTwork ill^»^lved would bo: asmirae 
n v\\ Ainl frdrr.il iiit('ri'-»l lu-iU'Iit ijiialiticiti"!! f***- ,in .idju^ti'tl i:rn<ss- iinuuiio 
.^l.'O'Ni Miul tlM'ii caMiiiir u\nm tlic aid ullircr to individUiUly rovi<>\\ 
tli '^r « a^<'^ uiih an adjis^u d ^x'yi'^s iixonuu* nwv Sl";.0(Mi ;in 1 ni.'Ur a 1'<'<m»!u- 
i.i' iid I'tn witli n-;4ard to tia* intrust brnrftts ba^<Ml <in niusl, 

I v\i.uhi .iiM) nM'oninn'nd that Vrrniont s<'ri<>u.sl> <'on^ider njisins: the 
n»a\..r:ini amount ot a ;;iiarant<M'il loan from ^l.oOO to V2.0(M» or ovi'U S2 ooo 
t.» ! lakr i! na»cr nui>i^t<'nt uilh rla* ff'<!ri .iliy in>un'(i Inan | rnjrrani (Jivrn tin* 
tnrid "f >ludrnt Iniaiii inl Md tow nd frdrral and "^tatc li^isic I'Ul it iHii^'iit ;;rant> 
and ^am tnijj ^r.arantrcd 1 c.n^ tla- b'.in jn'om-aiu lucouu'^ incnM^inf:\v inon» 
nnpoiM.Kit to v\vv\ nilh'^r ("^t^ jl' a .-indent for tun* reason cannot siM-nn* 
cjnaiuli {Tiant nioni',\ to r^M-j tla* fvcr <kyr<M-Krt iiiK »'osts of i'<Iat'ali'>n. 

i lioj.t' .\<ai find tlir^r >n;:m-^tion^ ti^rfni 
Sin('('nd\ . 

I \ \u s s Krv 



IM.dlirr.nal 

Sir \ u M y SrM'i I? \VK, 

U»-(»,-i'M nlati\<' .1 \Mi s ( J ( >"It MtA. 

U w^hm^jt'tn, /> r *■ 

\Vi> fr»'l ^tronuh tluit thr MiidrhT In.ui iicnN tr>l should 1m' rrtainrti A!i> 
a;'!« a-nf^ t ) ! c :iia<h' .iftiM ad«'<in.itr trial 

< ' i I rna M \i. Ail . /*/ ( si }i ),t 



S I MI lU.N K <»I Tlf \ N \, 

r JO' ^* Miauvo .1 \Mi s (, ( ni \. 

, hxn of fin llnu^t >>fnr)ni < u f r'-t>i hi > t f * ' hii I'll icdf I'ni . 
U ' •ii}t'>)K 0 (' 

I> \„ [{I iMn N I \ 1 1\ I t>'n\ii\: It li.i^ Ix't'ii lnotiirlit to ni\ aifi'utinii tliit 
jiHMi iMiii: t«-i iiiiiliiti'd !o cjii'iiii.nr tli** rriiuimnrnt th.it ^tuib-at l»oi- 
laiilo" {i'c llJiW I I'hi' Ml I'Hi.iI iH.in^. nai^t rstahh^li nrrd in to 

\\-\'\" oit^'ti'- .»[»)sjd^ I I ' tlM! tii( niH'Mirn! th'( H-ijUiiv*^ Wu^ui jm 

, ;. ii«'cd iit^'Ml .n!(j that rh>«' ^liidrnt^ \\ ho ;n c jh'r to ii*'* thoir 

hiM»> I i'« Ml Ua-ir r.iMulic^ o; Mih-.^Mi^,. >l>.*i!ld no; i-o ^iil>-»idj/,Ml 

" «• \»..n'i| inL'r tint '1 vopr i'i!l*!('iii'r to |.»-,'0 thj^ U'M'Mit'Jm'Ml in 

th<' pioLT.'ini 
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Lk.kinoto.n Tueoloqical Seminary, 

Lvxmffion, Ky.. Jul;; 21, 1913. 

lion. James O Haka. 
IfuHsv of lletuvifcntativvH. 

"uKu:C\''tuH.- . .... «n...l.v ..K,„rl..... 1. ..... ,.r .0 

(hi- j>u!>lic that om-ouniK»'>' neKUKoncv 

V,.r> irul.v'>ours. Thomas F. Hakun. 

CiimpiroUvi*Ti atmitrt\ 

^ Tin T.I.NI»KNV'0(){) Coi.i.MU-s. 

St. i'hurU't<. Julu SO, 19U. 

Wo.h.,,!,!'.,,. I>. C „„.1WM>....1 tl.at <-.».K>vs.s is i-..l.si(K.ri..K 

^rnr..::'S"o.."." ' - 

pt^rioncoa la.st summer. 

SiiicoMy yours. yunr Yonkeb, 

yimurwl Aid Offitur. 



? 1 > !..-<"-.-s^."--; ■ ' •"■'•' 'r „.M 

" ,.i.il.tv ..f ...;....v <" P«--r"'-";."'""'^ 



1 M stnih-iiN wUli-Mit loans 

Many stn<l»oii^ mnarMuato l«>:nis 
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IRS 

Mjui.v v5('Imki1s iiii:iiit<> to ro}.c with iomii prorcssln^j 

4. Ntjin.\ Ii'IuUt^ f^-d U]> uitli paprr work :in<l ronsulrf^.- u ithdniual from 
pn»>;niiii t>r limitations on purl it'pist ion 

'* l.ojui >:uarjint.\in;: a;:viiri»»s m <li!lir». .\ due t«» low vohmio and proliloms 
III maintaining Iwidcr support. 

sot I IioN'J 

1 l{<'Vokf lU'cdv trvt (»n loans up to .<i:.<h) u|i. n- .idjnMttI f.iinil.\ mr^Mir 
dtM'> not 4*\('(M'<1 .<ir».(MK) \ 

2 Allow loans a!..-\r or wlh-re atl niw>t^ im Hu.r r\M tM|v .^i:».(Kh» if 
nt'fd is shown. \^ 

COMPARATlVf LOAN VOIUMIS NUMBfRS AND VALUES OF LOANS 

NumiXf^ of (oAns 



Month 

March 
Aprit 
May 
June 



1971 

£iP"' 463 

4,870 



Total 

Note 1973 do*» from 197? (^,'>IS) - 4? 4 percent 1973 do«(i front 1971 (1 461) -30 0 percent 



!9;2 


1973 


402 


86 


S68 


3W 


1.231 


996 


3. 723 


1.97S 


5 9?4 


3 409 



Vfllue of loans 

Month 1971 ^972 J9?3 

J383 iSO S4i2.386 $10b 4?0 

3 303 095 A, 40/. 904 2, 744. 2J^ 

^^^^^ 5 357 424 ^ 6 97b. 3^4 4 659 929 

Nate 197i do*n from t9'2 (J2.31S,455; 33 2 r*-fce:H 1973 d3«n from 1971 ($69.' 495) 13 0 ptrccnt 



rA'tVHtSI'IY OF Mmnk. 
Pottliitul, Mmui . July J.;, /.'C..'. 

I Ion. Jaxiks (n!AK.\. 

Chotrtnun, Jfousi Sinrwl ,<uhtomniittn' on Ijlututiou, 

i^hmm\tt*'t on L'tlurution and I.ahor, 
W'ushittijton, I> C. 

V 

D^AU <'()Ni}iUhSXf \N Kmloscil ,i statrmeni pi«-paM*<l l.\ in\ vinft 

rt'^ranlin;: prohh-nis ass.uiaird with tii« rli.m^rs ni th»- iJu.jraiiiord stti<h-nt 
Loan l*roj:ran» t-nattcd l»\ ilu' IMttration Anirndnu'nt^ of 1<»7J. 

If is ni,v nmhTsiandink' that tiii< Hons,. Sp^ n.if Sid« onnuitt* u IMmation 

will lu- lM)ldin;: hcarin;r.< i»n this suhjcci on Jui\ \\V nr^*- <'onurrss to 
• onsnl. r ilie proMnns as^m i.jt«'d wilh lids pro;:r.ini insnn'di.itrj\ tn older 
thi? ('..nfusjon <an Im' a\oi4h.<i the \oinnie of applications fur lo:u'is jn(iease< 
during the month of Au;:n.st 

We .ippreci.ife the o ihein of the HoiiM* SiiIm onimit tre le-jidin;; Hits prnh- 
h'hi. an«l looL t'orw.inl fo heaiiii;: of th« results Hie lie.inn- 
f''>rdia!i\. 

Km josuu- 

I'JcoHH vfs <i:}viM> tn < 'n\sots i\ mt <; .s j. \* m \ui n^, 

\s :i toNtilt of <*<>iiu'i»ssiHn.d a>ti«ut Uiiuuu IHTl*. tlit ( -u,i --.intt'ed Sttuh-ni 
I.o.in J*roiji:,nj h.is iindri;rou<. a nutiih* t of i h.ui^'es mi mIij,;: rMiIns,on and 
dism.iv i,u tlM-'p..;! ..f stufhnis. tlu - f.^imhes. univ ei sn ^utl lendinir insti- 
tutions alike The t-ffec f i»f ilies*. , |mm;j«.s has had .in nitp k t on ail parties 
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InvolMHK iMil t\u'hx:\k of hi.- huuU'M ^^\n -Uv.lop .lunnj: thr n.-st month u hrn 

on a nutiomi! Mnndinj:. t!»r MPi^i'-nnts of thr Cnanmtrt.l MuUri.t Loan 
rniKram Inrn ' n.nfroiiiHl with niJiiiy Imrners: 

1. T!h» vnlmm- of Jo:tn^ umhW Ims <!rn|>,K'd roi,MdiTaM> . 

Tlu* d*H-n.ji<o in Maine apiiUrants in V,m as rompaml f.i alM»iirant- in 
.Iamiar> JiUH- 1I>7'J. Jaiman-Jum lihX 

ri./riie iHHHls rntfHa as <.stal.li^lHMl h> Wiv ani«-»«iiiii-nt> li.iv iniiiuM tin- 
nunilMT of appii«-J»»t.s mvivintr monies. . , „, ,„v wiiii-h is 

a Thi. staUis «^f the tmti.»n has put a ti;:lit r.-m on its vvnnmuy vvhith is 
• iM'in;: n-n<Tt<*<l hv Iwainik' institntluns. ami / . r #1 w 

4 Tlu' niisinttTpn.tatiwn t»> hank- ami oth.T Iwi.hn^' In^tunuons <.f thr n<-N% 
rfKulntlnns jrt.viTiiiuu' Tho loans has athh^i tn the n.nfiKion, 
T ; :»:iranlt.Ml Stn.h-nt Loan r-han^es have am^ t.-.l Ma no s hi;:i'«; ' 
- c-ati nal institntinns to a .-n-at extent. Hoth state ami pnvate 

have^fWt the tlravvhaeks of tl.o j.ro«ran. siu.-e the -hances wmt i^^' 

At the University of Maine at IMrtlnnddorham. tlK* program situation 
has MoticTahly rethH-teU M|M»n its applieants: .,r..ntmi: 
1 U.mliMK lustitnti..ns ami hanks have a<lopte<l a polie> of not »jra"tmg 
uniinhfildlzeil t)r pftrtlally snhshilzi'd loans dne to extra work , involved m the 
colhHthm of Interest payments 

•> .sixteen pereeiit ..f the applieaiit.s who were previously elljnhle j^cn 
\ deferred from re«-eivin« nionie.s with tlie interest .subsidy, thus tlies*^ students 

h'lv*' not hcen a hie to swiire hmns. 
• W «o"k lead in tia- LMI't: H.K.n.inl ..1.1 <.tnce has lncre:.s.-d consld- 

<.r;,i.h. St, >.ls .-.n- .-...kiLK f..r n...n- li.u.H-ial u-o....M-lmK an. 

,•„;.,„;„..>.. 1..- .•.,„„.l,.u-.l aa.l linaM- ial n-vU-«s laast I.,- in:ul,-. U.ls all 
(•(iMitilctcd Willi 111! aililitiiitial or .--taff. 

! priv:.u' i..-.l.u,iu„ ha., i..;.-. .•o.jfr.......l uiH- .-.any ..f . |.r.l.- 

l,.m< llmclolii (•..ll.-l!. -.- Kiiian. ial AUl I >imt..r li.i.- stalwl t la 1 i.'U- is .. 
U dial of ,,rnl.!,-,..< in his - .onr-rniMK tlK- t:-iarant,.,-.l St,»l,»: l.o:... 

'''7'Th..'l...i.ks and l.-.idi>.« i...st.tul.o..s an- al<o ui.l.oldH.« tl.oir poli.-y of ,.ot 

■ '"Tri^. :.,.p.i.a,io,.s d...n.a..d ,i... 

„ ..f d,'s' ri,.tio,; an.l ..xpianaii.... for tl,,- -M-P'r"' \"'"'7: i'j'''" « , 

r,.ii.|.l.-t.-d uitli inonU-s t:,U.-a fro,,, tl,,' ollir,-< „„M„Mllat,- laid)! -t • an I. 

T Tl,! ,l,a,,«.-< l,av.- tripl.-<l work :„>d ti„>.- tl,Mt l,:no l«-> L'^olvd .n 
til.. iiriiniT Mthainist ration of the projirain. . . . 

x'tl 1 i ,s it . iot. tl.:,, ha.. iJ... .•o..fro,.t...l with tl,.- C-.ara.jt.-.-d .st,.d,...t 

I,:,n T,.,«". h,. I.a<l littl.- prohlv... with lis ad.nh.Htn.t o„ Th.s prohl,.,., 
s "i ,i .w'r..o ,u. tl,.. fh-vil.U- ,..t..r„r..ta.io„ that i. .•M.r. .M.d .•.m. 

•Vim." I,.- vUni^tl'-- -i-hi- institution has r,-:.d.i,.sted tin- .slt,-s of tln.r ,<•<>< 
s,a 1 .1-ds tl ,m a -najority of stnd. nf appliranls tl,,- ,.,..„l,.-id.z.-. 

hn , f a sVi^^hM.r.' .•o..tr.h.ltion is ......al or I,-- than th.- l«s.lt„tl,.n s an„..a 

. U . . 1. "maliliod to n.-..iv.- tiM- fnll ...-d A«aln. tin- o«b .•v,st„.« ,.rohl.- . 
. w th t„- ..a..k. and l.-,.d,..t l,..-t:t..tions ,.o..<-r.,.n« In- allowa. n- "f tl,.- 
v„!.siJi/.,.l loa>, to a|.l.M<-..nt« with a Kn",.t.-r fam.ly In.on,.- of Slo.CKMl 

Vl^ t'ff -.ts of th.U- .hanK.... ar.- In.xMi.c a «n.xv l...im,.t m. ...any M., ..- 

d„f. nd fain.ii... Tl..- 1ncr..as. d < l,-ri-al h.ir.h-.,. tl,.. h-.,cth 1 l"-- ' --'""' 

Ti aoorea.o.- it, fho mxmUvv of students al.lo to soo..r.. thoso loans 

h'.^i.."o.."i tho . of this i.rosr..,.. i., nn:....-l..C a l.lKhor ..,l„<at.on 

'''t1."'"i,m.,«.--. in tl..- <:„:.rant.-..d Stn.l.n. I.o:„. l'r...'ran. l.av.; al- |.ro,.,o,,..! 
., l ff..r. ; opin,..n fro,,, ^on..• of th- l,i«l,.-r ...In. ation =V'''',;'''^' ■'/'■'r.,,. .'.'' 
V , , l. , r.i.r.-s.-„la,iv,- fro.,, th.- r,.it..d .K|.nh-.,t A,d 1' „nd o Ilr- w 1... I an.lh-v 
;in',n;',ai aid -.k for th.- Stat.- of M.,in. ,aad.. tl,.- folIow.nK 

•-";"A's"I.o,.,par..d to ,1... „.„ ..1 standi,,,'. Ma,,,,- hank-, ar.. l.-,,.. w-ry 

„.ri,ii\,. with th.' <iiiar!inti-i-d Sind. iii Loan i-haiiK<- „ ,, ., 

TmI... ,,.ajor i.Pd.l..,,. is th.- a.l.l.-d . l.-ri.al and pap.-r wo.k 1 1', 1 

Ih.- chanaf"- have i-rcal.-it 
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:5 TUe actual nuaibrr of imjidraiits has not oliangHl. taiUdiu- to the derieal 
Imnuii ami IfngtiifiUNi pr>KVssimc liuie. the procesNiii;; of nianv applk-ations 
has not hwn eonipletejj,/ 

4. The imh changes have l»een an asset in that tliey are oniittlnj; the 
situflent who «Uh'S not Iiave a valid need for the loan. 

With these differential opinions stated. the^GSL amendments have created 
a iirohleni. I*ossi!>le solutions appear to iir in thn-e areas: 

1. Mmllficatlon of the -nwKls test" secii<»ns of the law or the interprt^tition 
. of the existing law; 

2. Streanilinin;; the ch»rical process*; and 

Increa.mHl inmitivcn? for imnks and lending instituHons to mtJie the loans 
<lH»ihaps as a result of activation of the J^tudent I^mn Marketing; Association). 

As indicated b^- the numl)er of different opinions rejrarding ti.e cause of the 
present problems, there is probably no one soiatiou sucli as a simple clmiiRe 
in the law» or a simple cliangc in the reinilations. For tliis reason, we w^knune 
the attentl(m of Congresyionnl Committees to this situation, and hope that 
this leads to both immediate and long-range solutions. 

Enclosed Is a letter and added information on the GSL changes provided 
by Walter Moulti>n» Director of Student Aid at Bowdoin College In Brunswick 
Mnine. _ ' . ; ' 

I 

H0WiK>IN COI.UGK. 

linttmcirk, Mahi<\ 'hihf 12, /.97.?. 

Ml^*: IrY.VX B.VK. 

Office of thu ChUnccllor. 
/•o/7^mi/» Maine 

Hear Miss B.\k : Thank ytm for the opfwrtunity to vent some of my fnis- 
trat-Mii roncemiiig th.- ^unrantecd student loan prcirraui. The changes li^ 
pHKeihire caused by the Higher Kdm-ation Act of 1972 have added lonsidenihly 
to our work load. Each application now takes three to four times as long to 
complete as It did in past years. Bunks and educatiomil institutions have had 
Time tt» acJinmte them*ielves to tlie new regulations hut students ami thi'ir 
parents aue more confuse<l than ever alwnt the loan terms ami the applica- 
tion process. Tlie need • reconunendathm" is the mo.st confusing element of all 
to -!*u;lents. Oenerally. their impression is that an nnfavor«!)le re<ouunendation 
f#»r subsidizcHl interest mejins an adverse recf/inmendation for the hmn itself, 
•lust to fiFrestall confusion on these points. I have found It necessary to 
product' a bnicluin- explaining the lojin program (two cnipies enclosed). This 
is si«nt to many of our students for ol>viou.s reasons; it is also sent t«> every 
gujir:inti»tHl lo;in appHcant t*> assist them in the application process and 
explain the respe<tive roles of College and lender. Incidentally. I am not 
abov#» n'Uiinding tlie Congress that Bowdoin is paying for this publi(»ation 
witlnMit any administrative e\|Knse alhnvance from the fee<lral govi-rnmont. 
Although we will eoiitinue to bear this e.t.st ff»r the g<MHl fft our .-students I do 
want it re<ognized that such cost does rxi.sr and is jiistifialde and nk-essarv 
to the admini.strattr>n of the program. 

From the loans I have pror«»ss«M| to date, there apiwars to be <(everal major 
Ifrnitb.jii^ • * 

1 I !nve al»*»'iw|v allmb'd to the confusir>n \\hieh exi.sts :\\u\\\X tlie lirogram 
irsetf It is fomiM.unded b> tb" fact that dilTereiit states have differem nana^s 
♦'or the .«ame Cfmimndity. That may .siM»m like : minor thing hut sfudentM 
have a bard time communicating witli lenders w»ken tbej o^t«»n don't know 
wiiat loan tr> a^'k for. 

•J. Tiie apT>lic.iti»)n prt»cess i^* cnu««i(h'rahly uiore coniplieated than in vrars 
P»<t. Ciirrintly a completed appJlcati<m has either three or fmr |»apts":. the 
?M).niicati«>n form it.self. a statement .of adju.»«te<l family income, a b»nn appli- 
citif M <iipp)efneut (ino!ading the aflidavit of educational pun><»se) for 
tli'^e reonesting tlie Interest subsidy, a statement ot f;imlly income :iad 
»^s««ts Ttie lender sunplies (or should supply) the first three parts:- tin* edii- 
catioiml institution supplies the fncona^ and asset .»?tatement. Application forms 
vary tremendously frran state to stat««. In some areas they are coni!»ined in 
v.irioiw wivs and in other areas they are separate. Better than half of the 
!*Njn applications T have r«veive<l thus far are inroinp!«'te In on- Wa\\ or 
.mother I am «'nclosing two copies ot a letter T nmv uitli ulmost Ooc^ 
^»f tlie applications to bring them to comi>!etir»n. The additirmal correspondence 



- . ..1,,., iiiii.r<Mli' tiw and time consuming both 
„u,l the r..ulU..g a..lu> are ^'l^f ^'^i.^Z^^^^^^ Is a uniform applica- 
t»r th«? siudeiit an.l f..r u.e. \' ^i'^*' '.'^S^^ ai.d state guaranteed loan 
th.n form, one that applies W) all "eS^^ iHiulred to complete 

Jrograms. It muxt M '^\'!^:;^J^Z^,Xnt^^l^nZ Aid Admlnistra- 

'S, fl«t wlu.» .Ue new r.-«nUU .ms took eff^^^^^^^ . ,„„^,„„, 

3. TlHM,ei.d mKmuuen. at.on .s stl 11 a " >^ ''™ation of -nee*!, otl.ers are 
S5....H. aid oUicvrs making no adjustment to 

conservative ..do,.tiu;: a "•^ '^"^' j-sis system tl»elr coHege uses 

ti,e ue.Hl figure >-f "\''"«ff ""T^ the loan amount 

Altlimigh the lender ''«V*' ' i \vin nei her adjust the coUeges recommenda- 
ana the ^.U-hly. "'any "''"l';^ . ^^•'is ,„ay a perversion of the 

ti„u u..r will tliiy Kr....t n.«s» .slUi/ed »»' i„'thls matter. Why should- 

.rograu' but I cau t fault lenders for ^ ^sk (l.K,k at the default 

profit ...akinK iastitntions «>"'"<»^/''^ " '^/^t't "nted' ,them to attend college.' 
rate I. '.'.ns: tern. b«.ns to stmlents who '^"^ . n«-u , ^^^^ between 

Vi^s,.it.. the «uan..,tee. the ''«'"^haJe an ext^^^^^ ^^-^^^ administratiTe 

five ......1 twenty year., f"' '"J^l.-'f ,,a^ I i*" 

red tai^e for -he »"''•"'"'■*. '"V '?2pr^ are a^^^ and compelling reasons for 
that keen alMMit <b»-''' ^|'^J,^„.?7.,i^"m^ 1, any que.stion thJ.t they 
erantiuK stadent h.ans. to... l.at I '•'X ' „.„e previoasly. In a recent 

lTw.< nttra. tive to ^--f """J,,*^^" 'u^ rt • two "Ita of l^-rty-eight Indl- 
w.rvey of Maine lenders (.oiiy '"^^^j J^'";a,,s. Tv.enty one .others were 
<.»t.Kr that tbey wouldat mke n^^^^^^^^^ „„„i ,ven in 

„,uU-ei.le.l on this iH.int J J^';^ \"',„a„ „,„st of the time. 
tl,i>Knmp. The plain fart i«s«b^Y^ "^^^^^ „„ shortcomings of U.e 
I iun >oir> il' this letter lni> """Tf*' re., of aid n sturtehts. M«<ht 

>,>- .•' '"il^ <;.;.. '..atee<l loans r^uc^ administrative' 

tn" la. .lone to .M.n«,«, 
•'""'-/"tft "have writ be tak^ln in a co..strnctive v...y. 

a!.,'rhi;;eKc l en do. please let .«e kt^ow.. 
Siii<«*r*l.v yonr*^. * Wutkr'H. Moclton. 

i)iyrct'>r of atudrnt .l.-<f. 



BounoiJJ Coixw.v. 

iSIUl.CTtm OF STVOKNT 



(n VKANTFFI) STt DKNT IiOANS» 

,..„;M....n.i::r> ..^ 1 ni; MS • vi.^^^^ the l..lnei,tion AnVendn.ents 

.....u f.u.d- ...V '-^ ';'/r.m^^^^^ ...lunUionuMnstitu- 

' MI of the b.:n..-. are P = an <^ i„ t n-st> 
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(mLr'*te"* student Loan 

establish their own cXr^ ft?r 'Y^,'"ro^^^^^^^ 

ye^?'*^h^;T^d\it';;;;rn,,v"" '""-••T* """"f «« simple Interest ,^r 
Application for Gtmranterd 

S;ri"x'"s"tjcr " "n' ---"^at.or^t.o?;he"S'^^^ ^st^^;; 
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General Infomaiion for Borroircr*— Guaranteed Student Ixmns and/or Fed- 
enOly Insured Loans should not be confused with loan offers made dlrertiy 
to aid recipients at Bowdoin College. Although some of the ^^^^ ^t*J2?^ 
fits are similar, Bowdoin loans are provided from funds held by the College 
and are availAble only through the Student Aid Ofllce as iMUft of the llni^iclal . 
aid program. Whether a student Iwis received aid at Bowdoin or'nQt, he may 
apply for u Guaranteed Student- Umn from ^any n^-Oolleg0 Jender. - 

It is thte student's ree( cmsibiUty to find a lender who is yilUng to proyide 
the loan he want;3. Not all lending institutions participate in this program 
and most lenders restrict the amount of money 4hat they wiil*make aTailable 
for low interest student loans in one way or another. The best ulace to start 
is the lending institution where the student and/or his family u;. my do their 
banking business. Occasionally it is aecessary for a student to contact sevei:^r 
lenders before he can secure the desired loan. , « 

- It usiiallv takes anywhere from thtee to six weeks to complete the ap|>llca- 
tion process. Bowdoin does not grant extensions of bUlins deadlines for 
guaranteed loans stlU in process; stuclents who plan to use guaranteed loans 
to meet college bills due on September 1 or January 15, must awly early 
enough to obtain funds at the proper time The Student Aid Office wiU process 
guaranteed loans on a regular schedhle about once each week durii|f the 
summer vacation i>eriod. At other times^ loans will »>e processed as the regular 
work schedule of the Aid Office permits. That schedule is particularly heavy 
in the months of March. April, May and June. Ne*^ analysis for BowdolA 
aid cjindldates takes pri«>rity at this time of year: guaranteed loan applica- 
tions submitted during these nitrnths (for the folhiwlng academic year) will 
normally be pnxre.ssed ufter Jime first. Thw still allows suffident tijne for 
comph'titm «»f tlie Uy&n application during the summer months,^ 

When submlttlnj^ » puH-antewl loan application to the Student Aid Office, 
pleas** be sure it is c«miplete. For the College to make its recommendation,, 
wtain knuk of informatiim are critical. The amount of the loan must l)e 
si»e<-lfie<l: it must l»e clear whether the student is applying for the fetleral 
inti-n-st snibsidv or not: the statement of adjusted family income should l>e 
coraplftetl; a statement of family inct)me nnd a8.*?ets must be on file in the 
Student Aid Office. ^ . ^ ^u* « 

WV hope the information supplied here will help you to apply and obtain 
a ^aranteeil student loan with a maximum of ease and a minimum of con- 
fusion Please let me know if there are other ways In which we can assist you. 

♦ Waiter H. Moulton, 

Dir^ar of Htudent Aid. 

Bowdoin Collegf:* 
DmECpN OF SxuDEifT Am, 

/ Brunswick, Maine. 

Wf have received your application for a guaranty loan. Because o^ several 
changes in federal law, the College Is now reqtdred to provide certain kinds of 
informntion on all candidates for Guaranteed /Student ^Mns <^,^^\> 2' 
FederaHy Insured Student Loans (FISL). The enclosed pamphlet will describe 
'thi'se l<«ins ;md pn»vide basic information about the application process. We 
cannot complete your hhu appl'catlon until ^yoil comply with the instnictlons 
t'liecked below : X ' . i 

1. n Indicate th** amount of loan you are requeMtmg ? ^ ^ ' 

2. n Honipiete the loair application and return it to the Student Aid Office, 
i 3. □ t\>nipiete the "^nHtement of Adjusted Family Income*' and return it to 
the Student Aid Office. , ^ . «. ..i^ 

4 □ rompiete three ^3) copies of the "Sti.dent Tioaii Application Supple- 
ment" :ind return them to the Student Aid Office. These forms are available 
from the U^der and Include the required affidavit of .'ducational pnn>ose. 
Tlu-y mu9t be completed hy the College before any guaranteed loan can l»e 
issued X 

V». □ Indicate whether you are applying for the federal Interest subsidy : 

Yes No 

If vou'check ''yes** "yoU must complete the enclosed Financial Aid Statemfnt 
ami return it to the Student Aid Office .««» we can make the retpilred need 
recommendation. If you check "no" the fttntmiettt is not required hut you will 
t)e charged interest from the date the loan W i.ssued. 
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rionst* return this letter along with any additional forms that are nei»es>ary 
to the f^tadent Aid Office, Bowdoiii College, Brunswick, Maine (MOll. A» 
5J«>on as we hear from you, we will eonn>lete your loan ai)plication and return 
it to yon. 

Sincerely yours, 

Walter II. Moui.ton, 
Director of l^tudent Ahl 

Rksult oy April 0, 1973 survey 

1. Ua» your institution .set individual maximum limits for student loans 
per year? 

Yes: 06: No: 11. 

1 — could change at discretion of directors. 

2. If so, what are they? 
Freshmen: 

None for freshmen — 13. 

$1,000—37. 

$1,J500— 21. 

$2,500—1. 
School's recommendation — 1. 
Cpper Classmen: 

$1,000-^. 

$1,500—25. 

$2,500-3. 

$^.500—1. 
School's recommendation — 1. 
Oradudtr Sittfdent: 
Sl.OOf^lft. 

$l.,'>0O~36. V 
$2,000—1. ^ 
$2.»X>~3. 

$10,000^1. 

3. Tnder uniisnnl circumstances will 'you excee<1 these limits, if less than 
alhiwnble maximums 

Yes~-35: No— 32: 1— Sometimes. 

1, possibly. I l)elieve cirf-umstances would \>e researched prior to commitment. 

4. Does your institution lonn only to customers 

~Y e t <: 46: No: IS. - • — ~~ ■ ' *' 

~ Ooj^ to children in our field of meml>ersliip. present loan or savinpjs cu<<- 
toiuers «ud/or ureu hi^h school graduates. 

.*>. Are there ever any exceptions made to this policy 

Yes:- in: No: ,^<). 

Immniiate n'lative^. f^xception** mad*' to every |Milicy : we expect them to 
he rare and decide<l on an individual basis. 

ff plrnnr explain— Wi* try * ^^'c each ai>plicant as fairly ns possilUe. 
Unsiijrf rircumstances.* 

Our reKularions jjormit us to lend . » members only. 
Nc<h1- deserving 

Priority to own customers, tlu'ii non- customers. 
FN'pciuls on individual situntion. / 
We r»»v!ew every nppt lent ion on Its own merits. 
Individual circumstances. 

To worthy & deserving students. ' 

Oi-ca^lonally, we liavo niade^^T~4Htw--tii'4t'''?Tudent who is not a custotner of 
this b;ink. 

\ ^>f»-i north V student whose pnrcnt*^ liavc no i>anklng relatifmship. 
New p«"fple in area, imtential customers, good credit at la«t location. 
T'?uivi;jil circumstances. 

T>oca! studenr.s uliose parcnts*liave no hank connections anywlsiTe, 

fu case of dire need where the family has no ))anking connection at all. 

If other smaller credit unions cannot handle, we will consider. 

n I)oes your Institution set aside sn amount each year for student loans? 

V<'s' 11 : No:- 61, 

TTndecided Sunder consideration). 

ff yes, how mueh: 
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15 |H»r i*ent. m 

$4r>o.ooo. 

$1(MMK» pln^ renewnls. 

^25 new loans wu-li year. 

1 iiercent of ileposit^*. 

S75.()0I). ^ 

$225.(KK) total, presently at $147,000. 

$20,000 this year ami last year. . , * . M.r^..<ri. wiiipu 

$2rM)00 for new students »nd xve continue t() carry students through winch 

are already in program. 
$100,000. 

• fwm £f Vnstitntioi. make non-subsidlzed loans to students under tho 
new regidatlons? 
Yes: 16; No: 32: rndeoldwl: 21. 
Reluctantly. 
Not discussed 

8. Anv nmiiiients you may uisli t.. ir -ko regarding the program : ' 
Otir charter limits are that we can only .erve memhers of ""^ "e.Ht ..mo. - 
le jH-rsons residing withi.. the physical boundaries of our Church Pari^l. 

''ti?'..».T.;"nr£* drop o,:t. Too .......y gradnates are reluctant 

'^^;"u-'.'.rTw.> ...ses ue I.,tv.. grnnt..l a $1.5(K. loa.. to a g.ad...tte «t...le..t. 
We "re ..ot l..-i..g n..tit}.-d^i.. «....e cases when a st...lent is no longer atfpnd- 

'"w> "would a'i.I.nKiate re<-.-ivi.ig all „..I.lishe,l I" 
State Mai..e's regalatlons K»ve.-..i..g the TSAF j.rognna. If th.s ...fonai,- 
ttnn ran li4> foftnil li. stntntf books, please make referenco. , 
W<.,drt like to s." forms consolidated. AVe also hope that the Attorney <;e..- 
prftl'q oflSc^ ftetivelv pursue defjudt claims. . , , 

^n?s?^e interest^ n.te shot.ld be ...ore than Ifr At that rate, banks are 
losing ao..ev F..rther.nore. there is too m..cl. |.ajK.r work involved. Al-o. 

there .sS''-' " '^^^^ """""" 
have more available .noney for new borrowers „„„„„„ f„t„i sMi- 

f?avlnes banks cot.ld increase participation in program-compare total stu- 
dent Sfodej^slts- recent Keden.l ctbacks will res..lt .n ex^ess.ve de- 

"'rL"v .'";rfno?get- airtbe ....net infor.nation o,. changes, et.- . inc..,.li..g 

""vs1tnte"l'alK>ve we have no an....al a.......nt set for each year The acgregate 

a..tnruh-c)rw.:;;ut in the.«e loans is $o2.1.00«. According to last years 
fiiniri< we will be at this anmnnt by th»« cud of tni*? \eai. 

T are c.m^r..e.? with the a.no.mt of paper work Involved ; 
,i„d nNo being L.volved uitl. vario.is interest rales when the loa..s are be... 

""tiIc' increase in the limits. a..tb..rize.l bv the State Board of fj'';'"''"''": 
wi I iVobalVv cn. se o..ly confa^on;. no lender with wbo.a I vo talked has- .my 
Xniion ofY-rantlng b.ans i» tl..- higher an.o.,nts a..d .an.t. l.ke nv ,t snc.s. 

""x;;ie;^ia;;:x:;idt. 'r^itte.. ...b-b .o..id onab..- tbe icun. ..i...... 

V'^.l er r tum («.icb :.•< a feo>. and to have more l..(loi..mde.,t co..trol '.^ er 
?I,eir loans ,i;?;h respect to gn,ce periods, extension and defem.ent nrivileges. 

**"savings banks should handle more of tliese loa..s. since tbey hold the h.ilk 

''^nX''ab'.a"'a ^e.ninar ,m a.,ply>.g for iatcn-.t b.-nefits- o.ber in«tit,.Mo„ 

controls, etf'. 

TfMi nnHi {rnvernmentnl red tnT>o 

We " .nt any «t..dont cn.ni..g out of xcbool cn.,.>ot carry ' ^t 

t'..... *1 000 =. vear comfortably. Mn..y i.i pa.vout are fi..dm,i it d.fflc'it to -.-.•t 

rrrronld^'aSreH^l^^ if s.,rvevs of tbi« t..p.. are co„d..ctcd ' ir. tb.- 
that oulv on., be sent to Inch bank Most of our branches have received tl.S 
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<|iifstionnaire ami this has re«uIttMl in iiumennis & imiuH^essjiry telephone calls 
and explanations. 

We feel that the Education Aineiidments of 1972. altliough placing a 
larpe burden on the colleges, have uindo thl^ a very time consuming program 
for tlie bknlts. 

We will not exeofd the amount doterniined hy the ftiiancinl aid officer of 
the school. Will looii lesser of aniount recommended by school or $l,l)Oa. 

By limiting to $1,000 per year, we are able to help more students. Also, by 
limiting, the debt is not .so great when they gniduate and have to repav. . 
Students seem to have other sources through work or assistance from parente. 

Although we have not set any maximum limits nt this time, it is doubtful 
that we would make student loans in excesii of M'^m during any one year. 

U. Do you want a copy of the results of this mmionnairef 

Yo.s: 66: No: 8. 



The Mkruill T.iust Co.. ' " 
_ Bangor, Mtiinv, July ,11, Wl.i.- 

Representative Jamks O. O^H.iRa, 
Chnimxan Spcc'ml Suhcommittee on Education, 
Wagkington, D. V. 

DiiAB RKPRKSENTAxm: 0*Har.v: I am writing in resp^mse to a bulletin which 
I rw-eived this morning from United Student Aid Funds. Inc. coiu-eming legis- 
latlon currently l>eing considered that would eliminate the rwiiiirenient that 
student borrowers must establish nee<l in order to receive interest subsidy. 

If such legislation Is being considered U'cnuse opponents ^> the needs test 
feel that the " test inhibits applications for Joans, sbrns <loun pnK-essing. and 
re<luces bum vn|miH»". I feel that further study is strongly advisable. <^ne 
imniiNliate tpie.^fion that I have is who specifically are opponents to the 
needs test? 

As a stiHlent loan officer. I can't see where tlie needs test has significantly 
Iowere<l our loan vobnne or slowed down our pn>ces.sing f)f applicatbins The 
major stmrce of error lies in the schools proc<»s<ing the supplemental aiipHca- 
ti<ms. In many instances the schools are not pro|)erly completing the stipple- 
meuts: tlierefore. the Bankjs have to return the application to the ^bool for 
adjustment. The .schools are usually rpiite promi)t in their refigiiring or read- 
justing of the supplements. I wonder if the .schools are ru t ually utilizim; the 
ne«Nis test as it was designed to l>e u.sed. 

In reality. I feel that once we h.ive a properly complete<l applicati<m and 
supplement that the needs test vally doesn't present a proldeni to the bank. 
Tsnally the school recommends an amount much higher than the student has 
re(|Uestcd One nmjor advantage for large families making an income of 
S2O.00O j)er year is that *:ome of these families now qualify for Federal Interest 
.Subsidy. When a family has two Qr three children in s<'l;ool the co.its are 
staggering, there is n(» reawin why some of these families <-an't <inalify for 
Intere*it Subsidy. The nec<ls test help*: these families. 

Thus, in summary. l»efore the needs test is done away with. I stmngly 
reci>Tnine!id tV t a t borough *:tndy of the a<lvnntai:e and disadvantages be made. 

If >oii ha\ any «inestion*». or if T can offer anv assistance, pler.se feel 
free to contact m\ 
Sinwely. 

Timothy T. ITfai.y. 
Stuflryjt Lonn Offficrr. 

I MinwAV NATtoN\L Hank. 

^nint Paul ^f^nv.. July SO, /.W. 

Representative .T\mfs O'H vra. 

1>FAR .\fa. O'Hara : Pn»sently. C'crng'-ess Is considv'ring legislation to eliminate 
the reipiiremeut thai student borrowers nnisf establish need in order ta receive 
an interest subsidy. Tli(» proposed loKislfltion. in oar jiigment. would gravel.\ 
Inui.'ilr the useful Iness of the entire program 

We feel that proof of need is both a moral and practical noces.sity for any 
efTecllve student aid plan Without such proof, many loans would be used 
for nou'edncatloiial pan^^st's. which many of them fre<inent]v were. On some 
occasions. )»r{or to March 1. 10T3. students slippe<l during the hiterview, and 
revealed ihat they wanti'd the loan for such purposes as: a) To bay a car. 

er|c 
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l.) H..,uir tlK'ir H„.o,„,.l„!... n To .narri.U <1) To '''f . f'''' "'^'J 
n <li-iim.ml. e) To lu'U. out his friouU svlio ciint get a l.-iin on 1''- "\ 

\-<msoUd»t.. l.il.i we have been with the --f '^'>f, "l^' 

text -ince Marcli 1- 1073. Students who originally claime.l ihvs iieedeci tlie 
maxiuinm loan «i're q.nc-k to st'ttle for the U">ser ainonnt that the schoo 
"H..,mmH«le<l whon they ^^ero told tlut the, h.H to pay tho ...t..re>. on , 
difference. Other students have changed their u.in.l al.ont petting a loa 
when tlwy are hand.'.I a financial stat.'nu.nt to lUl oiU. I can mterpiH thw to 
onlv mean that they never needed the loan. . , . .„ 

'nrslnd^^^ hmiM.ro,'nwn is an .Nrelh-ht function m ''ur soru- y m . 
be abused oniy too easily at tin.' rxiK^nso of tho taxj.ayor. iMea>e cvnsulei our 
jmljinu-nt nnd te^tiinouj ;.i >o\ir (k'ci.sion<?. 

T>AKUY T l)A,NKKnr, 

Loan Officer, 

Tuh ViHsr National B\,n'K. 
Fanninyton, Mum., -Inly ^0. lOl.i, 

Kfpri'.sentativo Javks U. (VIIai.a 

Chatitnan. flotfs* .<itrf'itil Suhrt/ntinittti 'fn Vducntion, 

Vi' o Umiv have vHMM\t'a information indicatinji iluit ( (»nj:n'SS 

o^tablish :i nt'Hl in ordt-r to < l.tam :iu intwvst sul.Mdi/cd lo in Uu n'^'un - 
mw.t Va. in<'oriH.rated into t! . pro,:ran» in Mairh V.m and I.-lu-v^. it 

f.w pnd.hMu^' in ^rn^ inl: their nr^-d of a..i.tan<r I NNon ( like mi,'^ st that 
tht. Hnanml nid officers he prantvd more ronlivnc j:uuh'i!ne< loo oUen the 
't ud ^^ o^^^^^ and hi./hor, parent is n.i»in>d to feed n panuste eoinpu te 
een e hH..,ted in a fnr off .tJ.. ^^ith fee. r.nd little to no reah^ w "V^"'"^ 
to " .ituntion Kxaniph- Keviovv n parent oontidential statement to he pie- 
n'lrtwl for the folU^ue seliolirsMp <-i'iviee. , ,^ i i 

X • . . u!'e tho „r..ent ,^;.gran.. i^ r....«o„ahlv efro. tiv.. and . h,; (-hj . 

^ finan<-i:.Uai,. nm.eis .nid. 'in,., .-.n .dilied „. :-liev.,r. ho I- • ' * 

,,ro::r.,n.. it u.ll ''l-orate to the l.-Muf.t ..■ nil ,''' ';li, '"\V;mr 

lot!.- will a.<=MM in >onr -ndo.uor ioionno a program -o Mtal to nur 
\<.u'l! .•Hid v,.(.i».t> in ccnrrnl 

Yo-..r. v-r, .n.l>. ^ ^. ^.^^..^^r. 



on 



n»NK OF i^H OfVKMMT. 

Uepn-v<»ntati\<' .?\Mf< rriI\r.A. 

^y^^ <f}fH(;tffH. f) <' . . 

Hon- .fvMfs C O-IlMiv In .l,- i-st li=uo pl M-d .tr,..,:: HnplnM. .1 
tl„. „..,.d «l„.n c.n-iid.Mni;; loan api'Mc .tma f-r >-">'h nt 0.1.0..M-. V,r - nu--Uy 

oiit th:-- r.M;,-.ir<'n.wit. it uoiild -^iirolv icoi-.n-di-/.- tli.. pmu-nini on tli- t...,i! l- v.l 



TtrF Mm:' \N!MK Hwis'. 

M„ OTIARA- ..1.^ l.nnU w.mld 1 1.0-..I to l.tiWIation that UM.nId disc-ard 

th. .rcMnt AVod. T...f mi Student I.oan« I'o.-.nnllv I u<.'.ld .n favor 
til.. pHMnt .N. 1 ...„.!„„ .,„ ;„i..rr«t o'l anv Stiid.'iit Oiianintocd 
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f 'thVst'u.l.-n.'or raronfi pavins all tho int.Tr^t o-i any St.idont 

t:i rents 
^on*s or 



h>nn. and th^ Oovornniont only pa>inj? n snh^idy ov^t tlio ,o ' 'L' 

Prior to th.' t»oed. te-t. we have M^en parents nnd.-r the Mo.om 00 hnut. 
not make nnv efTort to rontrthnto to their sons or danchter'^ edneation Their 
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f«M'lliij; l»oin«. -'Why, should wt; use our nitnu»y to souil ••Jolinii.\ " or "Mary" 
-I ti) school, when tlu' r. S. (JoNcnimcut is wiUiug to ii.i) the intc'rost." 

•-iViiiMps, the need test does require more time for the schr.(»ls and lenders 
to ppK-ess the neee.^sar.v \m\)vr and forms Ho\M'ver. we fiH'l that the needy 
sruileiiN iiud ihe tnx-im.Ners will henelit from the needs test. 
Sineerel> . 



Viih KxciiANcjK Nation \L Hank. 
Jrffer^on Cif}/. Mo„ July >7. j^-j.s, 

Kepreseutarive jAMt^ (;. O'IIaka, 
Wnahinoton, I), C 

Dkau «ir: It li:i.s been reporteil that O^ngre.vs is con.siderin;,' lej;islaiion 
elimiiuitnig the requirement that horrowor^ mu.^t estahli.^h need in order to 
receive an interest subsidy on a .student loan. I disajrree with thi.s line of 
thinking' and hope that Ihey will continue with the requirement preseutl.\ in 
.*rr»M t. This constant clianp' (►f reKnbition poses ii jjreat !»urden upon' the 
lenders and disc<;nraj:es participation in this program 

The whole interest ^^nbsidy shouM instead be droppctl ami the student should 
at least pay the interest on his h>ans wliile in school and diirin*: the repay- 
ment i)eriod. If e<msiant Meddling in t pn»graiu contimies. you are «oiii:; 
to Hnd that more and i iore institutions are goiiiR to witlidraw fnnn the 
program. 

Sincerely yours. 

Uakky a Bk( k. .Tk.. 

Vin- I'rci<iflrnt 



AIissoL'Ki ('FNrRAi. Cnroir I'nio.n. 

Knusnx City, Mo, Julff .>V/, /f/7.j 

II'Ui JAMK.S G. O'IIaka. 

J>KArt roNijuKssM \.\ : In lespniise to our feeling of civic respousibilUN. we 
ha>o allocated $r><HMMH> ror student loans In view of the scarcity of money 
and the low rernrn on these loans, wc are most anxious to see tluit these 
fnnd^ arc used only where 'i i>rovcn need exi^t^. We most eniphatioalh sul»- 
Mrihe u the thought.s expressed in the attache<l release fnun the USAF. 

Your' a*<sist.incc is solicited in retaining the present procedures of making 
funds avai!a!»le only under c'o>cs crutin>. It will l»e of immense value to 
the schools, the pubhc. the* stn^lcnts. the tender^, and the whole i)n);;ram in 
:j<*tM-rnl 

Siuc(»rely >oui-s 

Kudosure 



L. A. Un ii Mo.vt). Pn.'iitfrnt 



voM read fliiM. i'nu;iicss ■ cousiilcring leyi^lat ion to eliminate the nMiiUic 
ii.cnf that studi-nt borrow ei^^ juu>t establish ne. d in firdcr to receive an 
interest subsii|> Tlu' proposed legislation, in our Jmk'ment. wudd gi'av(»!y 
imrmir the usefulness nf tlu- entire program. You will find the relevent facts 
in rhi^j Hulh'tin When .\ou li.ne lead it. hope > ou will conuuunicate at 
i-iKe wiMi both .Moir own f '(nnires>man and the Chairman of tin* flou^e Sp;'cial 
Subrouimittee ou K(hication 

Here (lie stor.N j 

Tntil Inst year. g»..iranteed inaus were regarded' a«J loans of couveiiience. Any 
student whose odj istMl faniih ininnie was les^ than Si."), 000 a .\ear would 
hav:- his loan interest paid b> the £:<»vernment while he was in school. 

I'liifed Student .\id I'umh had insisteil that proof of need was both a moral 
and a lu-acfical ncM-s. i|\ for nn\ efTcctni student aid :)lan Without ^nch 
pjoof, \\v saifi, uian.N bMiiM would be iise»l t< •* non-educatiounl pur^xtses The 
piotrrani, UMMintroHcil woidd grow t<» .1 ]Kiint where it wa*-: more iMM)n(h)«gle 
than a pnblie serMM* In sij» h cHuiate. default- ^oiild b(» bound to rise, ami 
wifli them the cost of :he prMiruim to the laxpjjver. Kventually. the lenders 
would eitlter tun their f)u n resfri<'tion on guarantei d Inan*^, or ^tnp making 
rhf loans altogether 
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inadt-qiuite trial pcnocl- -nino a ^ Vh -^^^^^ vip^rously th.U 

lw,stim..tHl applying for l"an>-. s,„,u.„ts wl.o truly need the money 

,mr expori..... .. fr.m. March 1 t rouR .Tun 5 lu. . 

.irop h. v....„..o ••''"'V;:i,'\r;\\;"rN a,al^A^ -f Student Kinnn- 

:!:;y:v;;rt,..;\.wT;;;;^.rr;::;\*:.'^^ i-v, or u... ......r..v..rs ...v.. ,.0.. 

laUiiiK tl.o p.-..K.-a... f"i- ■> •I'l''- . ,.,,„„^,,.^ i„ the KUnrantccd h.a.i 

|.r..si.!ii tin-. - ti..i."! Kacti ''''^' '^' '7;^'' u ..-ould brinK M.em close- 

To change again now would not s^'! '5> ., ! ; *f -ji^" tl.en they sh.mld 
,„,...s l( :,rc >»'M"; : , T, ' livar, a needed refor.n 

,,„.r ..nl> M.o,.tl..>. , tve .....ieve, ..e a hl..n<.er for 

%:;;rn;vrr:;vt-.™.''. « 

M-ntiiti'!» .I:.!'ie> (. Oll'.a. — 1 ' ' .,,„,ther ohn.iu'e. we ..i>|.c v.n. 

will < .ini....'.ieale uith h.in at onn> .>> I'ttir, i....r,. . 

in.M ,hat ti.e n.;eds (e«t l,e retained , .„.,;„„ „,.v nr 

lion I VM»^ <J rniM:\. 

:jr:ur. we ar.. eou. e.n.d ...at '-.■.•.....s ^, ^,,;;'n, i"r nnd ncee'-^ary 

nu. f.- '''p^'"'-?-";,^'-:;:^:? :nr,,:m'«e."r;.tcd ...a^sU-e ..on. 

.•h;.n-'e-> in the lasx 1 he "r^ ^^<' ' nce.'ed to hail o..t the program 

f„M,„. .o,th>.. f'"tl''-'-<;'""'=;;;;'=7''- ';^'^;"ive M,?re. and the wh....- proC.-an. 
Vo„ rec..lati..n« were i«M-cd to ho ^'J*''" ^^^^^^^^^ „f o„nf..slon and excess 
.< ,„st he..n,.n. .^^ro.l oan voP.n.o by a..othe.- change 

pnper work. I" react t" K-mp' rar..> io»t jndROinont ho a nion.i- 

„'„„. ,,„v ueelcs hcfore <^cl.ool opens wo. d i,. m. R ^^^^^^ 
,„„„„„ ,„i„„ke Otl„..s mr lm inR "'^ > , t„ ,om,K.rary 

to this ^er> worths. .ilc prr.crain ^^^^^ CJAMntx. 

A'UMrator <. '■'/ Kf"-/r»f r,or,« l'n,!,r'im 
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Sj.\ Ih MI M (){• John (i \ \UU I 1 H l-l n Si J-l UlMKM^b m. 

\i\Ai)A '>r\r' iMi*\K!\nNj oi Km* 

\ Wr fivl that iUv ;,tiaiMnir» (1 .studnit unn |n<<r,nii in \r\.iiLi | ; 

siin.sf.u torilx It 1^ r\i(lrn{ lli.it tlu.s nuithh iim- ilic 
Sr.iti' Lt'^risl.itun* Hi tli.il iln\ « •irisjsi».iui\ .iiipH'in uird tcm-m* hhhN i-n- 

priip-am iii tlir tuti iiiriimnt inHh-strd 
Tlw l{<'^:iilati<iiiv n.iummi^ .1 n (|iiiroi.M'iil l*n a ihmmN h.(^ t i ♦'.ur<l 

.( t< iiipotao .sIh\\,1(i\\ li in in.in .sppim .ils i*iiui.iiil\ lur.m^r nf \\n louuvr 
pniud of titii(> fill- .u a|»|)li<Mtit to qiialifx I'm ,i Inaii W'r wrir r«nnrriUMl 
<iripiMll> aliout t!ir adililii'iial thiail tr»jniH'd Hut we ar<' imi .ncd up tn 
haiulU' tliKs iM an rUirinit manner and totd it will ( iM ri' linai addiU<'ii 
ni J)m- h'liir mil hriau^r !l> n|uilalil\ nUMitUN t!iu>c Iioikusu^ wii*. ai>* 
ohird.U. fur ilw tV(U ra! ndt.'rfM iM'iU'lits I2) it will ^ludr l-Hh tli»- M himl 
liii.iitnal aid «dtuTr> and tlu' imdiim institution <dIi<M'rs in ,»rti\iM^ at a mm- 
snriahir amount nrrdul h\ Ihr ^tiah-iit t-* juirsuo lii^ »,i licr rdiiiahMiial .U'oaN. 

Pn'M-iu^Iy siudcnt- M>»t in need' won- ;^raiitcd inttM^'.st ^ub^idizcd I^mhs 
uudiT ti)*' provisions .,t' tli(> Ait 'I !io Aitiondtnmt.s of 11IT2 miioitMl tl.js aluiso # 
li\ J ntvidiiFK a "n(r<i * iritciia and ,i oMiiiiondali<»n fiom jlu rdui'atu»na! 
in^Mtulmn. 

<»ur d« tault iMtio iit \c\ada has al\\a>s l>v(n anions; .lie ]<'uosi m liir 
rn!inti\ and I'voii tlii.uirli it lias iison o\»m tho la^t ]n nhaiHi^ JhK is m.Hid\ a 
ndlrMlon of ofit MHToasod x-dunu- diTniiL: tiia! i)i>rind 

As lar as tlir pmciain is <-nnM'rn«'d in \ovada, llio Aincndiiirnts ot ll>72 
and tlio ( urn-nt rru'ul.itinnv for ilio pucia.ii d" ind«'»Mj pru\ nli' sulh< imi' ilrM- 
I'l't*^ fnr tlio <f'ln)o| ;ind Wio londd' ti» adnnnivtor ihc jirnmani m a w i\ 
Uiai IS iiiiriirni'iit i\ faii'rr VN.i pio\inu<«. alHi^fs wiH iir oluina.itod ;ind t<-d,'ial 
tax dollar sjvin^'s \sill r<'sult wlurii < in Iv put to hottM' ii^c fi.\ oj'n'i ,(ju- 
<Mtioij,il proi^raiiis 

TIm- fiufrd Stiidoiit Aid l''un<l .•dnmiistrt ^ om piuurjini ui Xi-vail • Tln^ 
li.j-- pri>vi'H fi» Im' an ctln icnt and \\orthv^ tiih- fU'otcdino fni iiv 
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AMTT'vvMrr. XV 

I^opiOMtitatn o .IxMfs fl. O'itAKs. 
rai,fth1 //f/^ ]),r 

I 'stal'Iisliini: iir»'d ■ i uu^iniLr ntiiirM'^s.; j .^ i-ui dMiisoiu* ju jlilrru^ \n .an m 
and '»iii stndi'fits rii-.i^o olniitnaio Dk iuM'd rciiuirMiiont^ lor ^I'jdrni <'.ans 

•losFJMl I* ]UIIUI*l:T'» 



Nona I • \ \M ^\'' 

I'rCrnth iMpn-^f pir^^Mit nood .'Mai\s- fop CSTd' lio nt:iiri«<| 

John MfTu-priv 



lion J \ \fi ^ r; (VII \K s. 

] J fillet i.f f,i r'<t nfafn t y 

t'r'^'»' n'poiil of n< cd fur >tndcnl l! infiacod <,tnn'»t cMiifina*' oda 

'••nnri •Hid ^^ jll ho !i!i.inj(» to ropny loan 

A\ A Km 1/ 
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' CoNoiiKS^ OF Tin: Unitep Statks, 

HOI-^K OF HKIMIFSKNTATIVKS. 

WofthhKjton. /).<'., July 12. Ifn.l 

ni'ttir. WuHhnifjton, D.V. 

.tJMh.'-i NMll Muhoi-. I U'.iu^ nvHvHl a nn.unnniration fro:n the 

1' ^ :;;:^:;-:;:'^:^?^:;vi:"'"r:r:;:'.r ^ 

,„;.„.:,:;;,i,r,„ .• cu..>.K.n,no„. .>„a . wo„u, 

:„ni-i.iv ...11 ni.n li.ivf I" "> iv^p'MW.- 

^'"'"'"■'^ IlniMVN- '!• S( iiNiiiuii. M <■ 



] 'I ..|. 1111 I 



/'( iiii-iiilrrini'i 
1 1 Miiti^-m mi. r N 



111 ■ \ '1' VI 11 M 1 I'.l 1 I- 

''','",'X..M.Iw>I''Mnl ■..tUUK -tn,!..,!. li.i.nv n!;:.i.i M.,. .M':..' T..iM M..." <lro,.,..-.l 

•' , A} , -;(i„l..,iiv iW.i«:i I n.i|ii..-..i.ii..itv si.i.iil,Iv iii_( v i.i 

;'; r 1 I'u -HKl.'.us uilh ,>.li..-!,.,l C.m.l.v ..U-...1- "-i->- 

:>''';;.' „, . ,":.. h.-.v.. i.-.-vM ..il.^iil> uU.,,.,.. ...-il^ u,.,ii,M< „Mmv- 
n,.:. ..!• .liMvli-- ..1 l.iM.i v..l...,ic in til.. „ni;.'.:i.i> >n I ...... 

K.NN.n. li UH ...... 

1: rirntii r Dm cl-n: 
lh,:niillr,i}ti'i llKihi r r.<lu.;,l,u,i lvv.(^/i/" 1,'/ 'i'7/ 
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Till I'l N \ AM \ S I \ n 1" \ n M:sm 

/ mitt.rttj/ l*iUh, I'tl . 'Ittltl J.i. ' 

Xh. .Mm IlAimisoN'. 

0'ni't>*t. I'K// Vniiimitti' un f '.fluent ion, 
\\'(i.\!nn'/ton, I) (', 

\n.\n Jim I nm :it larliiii:; datJ rctlct tiii^' "ur iMriit rVpriiriMi' uitli tii^ 

\ oiir findiii^is i>ii I'lr itn|>:i('t «/f ttif iicoit^ U-st t»ti :Im' iii ^\ Io;mi (.ik^s pin^ 
t'SM'tl tlirou^li niir >. .imt Kin:mrij»l A'ui ntWvv. 

\l ituv lonit m'oiniiiciKljitions b\ iiUMinif chis^ nnd f.iinily s./.r 

nti .iiuilysis of ap|»lir:jiiJs f4<r wIumu uc tU'tnumn* tli:ii llinr iki M*,ut 
tiiil IMM' L ^ Silicr "no in'i'tV Wii^ »»ur iin»st cunjuinn mh MUiimMnlalion. iIhm' 

I :t ^.(InI»lM);; i>f Irttrrs 1 1'orii (ll^:lpIMlI^U'(} fsiniillos. 

Wv think t>ur <l;it;i juMJti4'S cliiniuMt itiu of iln* ' in'»'«ls trsj Wr dunltt thai 
till' abtiM'N* of tlir (IiinraiiK-rd Lo.m I'rti(;i:iin can justifx the hanNhip (o 
which U(> an* p\tttin^ these faniilicN 

ir a f«inn.d chanuc of tin* (Juarantci'd L<niu I'l i::raiii rs mijiraclMa' ai i\n^ 
l'.it«' <{.itc. wc would rc( uiiiiiK lid that tht I* S (Mhtc of lidia ati<»ti pciiio* tlic 
lii-lit uli^ai «'f Ili^lici Kdura'iMii to ni< ln»h' iMiih tin* ♦ \pcctcd faniiU coiilnhii- 
tion ' ;ind tht " in'cd" olaMi'-hcil l'\ Ilic CSS anal\«-is in its rcMinini«anl;iti<'n i<» 
the lender 

A'' an.il\«'i«' iinliialc. niiddU' d.i ss f.Htulie^ an- .ic»'iisi nmed l»> living' mi 
.atnie HK.tiiic .c e\p«'< led finnl\ coiit rihui i< m idenlifieci h\ th<* iieetK te«-; 
Ills hcen e..rni:iiK loi* oiher llcec'-sirM's hy inan.\ fanulie*- We lliinK the\ 
>1iomU! he pel nulled tn hmiow in or hT to p,i\ f<<i ihe < oM«>^e ed'ieati<«n «>i 
ilu'ir children 

<nm' \ he a\\a\ fnr Ihf ncM week*-, ph-a^-e tail Mr John iri-npl 

(Sit Miotllioli. peiin Stat<"s FinainiAl Aji! <iHi<-ei-. it* tin;.- ib :>nie iir-jn.a 
li«tn tint will he helpful 
:i<nel\. 

Nkwton O. Caitki.i.. 

(•'neltt-urc 

\UA\uH) SrrnhM Lown 

{ \\\ .h'hii Krn^cel. (;rel<-heii llotinanni 

rij<« Mill-' "f Sind«'nt Vid at Tlie iV-nii'-v 1\ anla Stale t'nr\erMi.\. tii » oni-,» 
|!iaiitr with tti«* UiL'hei Kdut itmn Aiiieiidnienl t>f P.tT'J. hcen < oiidtict in;: 

a need anah^s fo dcterniine j-li/ihiliiv fnr ihe (nnnantecd St^iuh-nt Loan * - 
MiNh 1 P»*.'i 'i"!ie fnllnuint: i'"-M '-'-loll and data reHee't ilic oxpcr'n net* »»f 
thi*- .ifi<«- da»e 

Jiisc I'ssiox 

lh«*M.ij'«pi nf r i I Mi^' .1 nr< te«-i ' i.o a •-uh'-oli/ed <inaian!.M«l srideni 
I an MjM'ra'i' M.ii in M;'u){ of \U~t'\ Tlu- I'enn'-v h a nia Sta(«* I a!\ f«-it\ 

h ;he !i '~ a;iil\«-r«- 'V-leni of ihe <'n!le::»* Sclml i r^-hip S«'i\irc to 

d< t( iiaiio* the »*> < itiniriuh'd lo.in aMonint ' The dithcuitits a^-'-ix i ii« d vit'i 
ll.is pp'triaia all' !i< f'»!!'>\\v 

\ ^iud«nf«-- t"r 'he m p.nt ;:ciierali\ aie iininf"! rneil al"»irt the < lian^re*. 
vMlh ti'::a:d to Ihi*- pi>'Ut<iin md < >iii*>t'i|Mciiri\ dn no{ siil>niit the ne<cs«.aM 
t.ii.iiH.a' jiif"! mat iMii m ..nhi thai Die iiipjnWit n^n m.i> pi^.j..^ c\petlj! imU'*' » 
th« loan ai'p'S'.'itinii ^ 

*J The panii;«- '.f inaii\ studeiit- feci llrK^lf i*- inappt <<i>i i.- 1 e t<» a*«-<»«iate a 
' ne«'»l with a h-aii iimLrsani n*" tlii«- f.pe 

;t I h« re e- a !,o L nf i < n-iik arnoiju' t!ie lendjn>' in>-t it ini- -n"* wi'h leiraid 
Im hM \ tilt pp'riaiii •-hould t>» handl«<l 

I Man\ \t riduu m-tifute ns nut < \« u i^c ri:^ht I" « ti m^r tht u-c. 

?' ♦ iid«M| htan ainonrits 

.1 ill . :(ndiin:iii 'ituii'iii- ha \ e d< o|.ir« d arhi! t .t ril \ tli,»f (iiev wsn,. n., 

n« w < Ilia rant e,.,! | M.ni*- lo iin<>imin: fre'^hitieii 

r, VM'oe lrndii,t: 1ti«>ntut naiv hav*' (h'uchMl (hat the\ uiH iv^ue n<' iieti- 
•«til jd'/«'' l« ans r^uaidl*""- *d tlie mm iini*-tan< e*- "-ii r r"nnciiii^' lh« hidixidnai 
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s il.ilit> t.. li.nM.l.- ii finoiiil.U- rr,'..iMiu.-mliit..>ii vMth rw.i.l lo " J •" • 

This position re<iuir.-. tlu- Ki.i.-i.u u.l Aid Olli.vr i-UIj.t to ..smki. ^« 

„„ru..,..mo,l •..-■.l. or to MM. i. ..«...li. i...t ...m.l..T of M...I, Ml. '''■■''y' ; ' ' ^ 

i„.M....,r.v f.um.i.i: f-i tl,.-ii- ,Mlu<Mii..n.il -\|m..i.. I In- -.■.■ii.ii.u < o,„,.i- 

.tictloii will I.C :iil(llr"o.! Ml sul.MMiilclil l.;ll•.lt^rill.ll^ 

> So,.,., l.-!.,!.!,;: ..w..l,.Iio,>^ ,„iMVl.n *oMl Ih- .I,-;;,,;.- o, h..N>!.,„t, M . 

ia« ,.,ovi,».> ti,.M„ nn.i Min.- thai th.- '', 

r.-M"'nMl.il>t> to .i.Mkr nil .i.ljnMni.-i.ls :„m1 Hi.- '"•"l'"'- >' 

.1 i" Ml.|..r..,il ll.Mt tlM- ■„>.l.llo-„..o„... fannhrs „f IVnn.Mv.nn;, ..vo 
.... ,;.nM„M.T lMlt,.r..> nl.i.h Mro .n.o>.siM.-nl " '"p 

.,.M,„.,.tio.,. of .■■nijM. N.-.-I .,M=.i>Ms :,>M,...,-^ i ■. 

.,..,0 .ll,.it i!,.-o,„r :u.,.Ul,l.- al.ox.. 1mm.- iiiaintrnii ii.o .oMm !«• iiv... I.. 

•Viirrl,.,M-- l.i;:I..T .■.l„..d.on Tlii^ .,ss„„,|,iio,i r.niM- 1,0 .1 m,i> u„ i .ow- 

,,„...,„,. ,-:,„i,l..- ni.i^i.i.i. l. i,Iml^M^ l>i..<:.ll> .n<lM■:.l.•^ nil,,-, .'.•1.. • 

"n M.„.ll .•oi.tnl...l,o„ .ow..>.K .Mlmati..!,..! oosts Tho m„.1;I1,-m,-<...u. o,,,.. 

lUrM-r hit l.i,.■l.<..!.lrl^ iMHl l.> :..,„l,Mv :.ss,„„pUoMs „ms„ , 

u:r^ h.ur mM,.'..,! .....mimiv p:.tl...->.s wln.l, oft.-M :,.v in- <l..o., 

^•ti. ,>.1..I. ;^.-n.<o ...-.l .MMl^Mv This ,s mo.i Uk-.l, to ll„. I.,rt ;l>:.t l.os.. 
; ,,..„.,. to ,1,.. .l..;;r.... ,.o, <,m1 Tl.,^ .l.-M-,o„ ,■ m,,- I ■.! P.'|f |'!;> ''^ 

,„.., , i,„„.,| ,„ :. ( S-^ slTMh n.lMl.l.I.'.l l.> tl.r Wo.i.MU l!o;;ioM 1 1 <>.,„, ■ 

- > • ;)'- f;;','''','., . 

,,»./.,( //-</A'/ ,« \1,m;.oo//o,i. :;»l.r.,l,- Hi M^itimIiN Mil. . .. 1 

, I.', „M.l.r..l.l.' x..n:il,.... luM^-.-ii 111.' .A)..-!.-! PM.-Mfil .■.■n-r.t.m.,.., 

; ; : .,,,,;,,,,,,,„ n.,-...i ■'• ■ ""•..!:;"';."' 

./..'.■.,!:„...uu .'.V... ..i,.Mi..i..„M..-.T.v, „„..i .,-,,,1, ^•.„i..,., ■ 

,.,,v.-.t. ,.,.!.tnll..|i TIm- .M.iiii <..IiHil.nii"ii l.ron.-l l■^ mM.I.ii,. .,^,Il..(l 
iiioi 1(1'. of III.' illll'.UMI ('\|.c.i.(l 1'^ <"SS ... , 

„f ii....,! .....■.l.^M. 1.1 tv.ii.. „. ti„; .:.i.ii.iii.....i 

i„ ,.n„.,. l.M.ii. 1.. 111.1... mi.1.1!.-... .• f..iiiili.'. >l.:.i ....t o.ih ' '^^^ 

,.„..,n.. ..r Mil.M.liz..! 1...1.1. I MI :iN.. tl..■^ iM..^' l..nr ,),.■ I.....!.... Hi.' 

l .:,k.-M U^ -111., l.ml".^ '"-I"- >''^-' " miI.m.Iiz,-. !■;■.>■ mKo 

, ,,' l.l..t., lli..Mi r... l!...- lVniili.-....::l.t mi'Ih' " 1 :i" i— ^ '■""I 

,;;',;;.'.i...;.ih... "..t. .->^..r.i f..r<;i..ir,i,ii,...<i i,..:i.i. um ,,i...ii..i.. 

,„,. .,„. iti. ii.liiii..- I'.r ,,TI:iiii I.il. iit' .l iiii.l.l'.'-iii. "Ill .nil 

V,:^t>^' '.u^U. :..i.l .■.,n...„<ii.il./..itioM «.-li r.-.:ii.i ... .. .i.;..N m"^- -'^ 

,J, ,.., (,.. ':.,.ir.-,ii. <a:. .1. IV...I..1 M i" l^' -;■•.< I' 'I'- "'■'>"- 

..v,.l .•.l «r. . i.iMM.i...... of liiul.. r l.Mr..i"u ..-..I .11.. 1..... ...u n.-n 
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iM' iL'nnrjiii: .;rliitr:iri!\ !h«- tm n;r hh-jkL- 1 i"ti- ■> 
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!}!<• 1»7.VT4 n<jul«'inj<' xi jr will W uithoiit fnmlinj: i\u\vss tlio banks ;uv willii^ 
to .uraut ii.m.snI»siiMzi»(l Umus. It is :in ostublislu-d tint that iiiaiiv banks u-i. 
Wii,i.sin- not to jsraut ni>n-:?iibsi«nz«il loans: consoipientl.v. we Ciirrt-iitlv have a 
I»roixraiii uhidi is proviiij; niisjitisfaclory to the loiuling institutionj;; iiisritn- 
^ tion< of Iii;:lior h^ainiii^'. and most inuh»rtantly to stjjdonts and their families. 

FKhKUAt LY INSUKH) t^Tfl»K>-» (U WUANI KKO lOA.N ANAl.VSfs 

iJ-'"' flirr^ '^V.^!' ^^-^'nutecl^froni the api,li«^itiniis reeiivwl bv the 

, -^"^ ' IVnnMlvania State fniverNir;. beixveen Kebrnarv 

I;*. V.)iA. :iml June 1!>73. Only those ubieh had In-en processiHl eonipleterx/ 
were consnlered for this report. From this popniation of appn»xiiiiate!v 14r»i 
«mly appheations proe#^>sc<V'for the interest beuelits were ineluth'd \Uv'r elinii- 
?i;Uin^' the in«le|>g;id4»nt stuth-nts' applieations and a fvw with inioni|>!et«» in- 
roiiiKitiou the popniation ^^a.< re<biet»ii to KMM). Tims, the iM)pnl;,tioii of liMM) 
Von>:isfs of pHM-essed :ip|>lirati<ms from depenclenL stmlents >vho xverc .seekbiK 
the interest subsidy. 

^ The re<oniniended lloan :ininiint.< referred to are the resulting; lf;rnres after 
siibtraetiiv:.' family si'ippurf an«l other resmin i s from the Tniver.sitv budgets ^ 
fr shon d !.e noted here that, exeept for a few ,^ises in the verv low im'M,«e 
' yT'^ :>J>plH-Jints traditionalh\ have hiten inelij^ible for otiier forms of 

Federal lliiancial aid. Therefore, the rt^ommemh'fl/lojiji mmioiiiii uas virtiiall'v 
tmaJTefti^I by eoiisidejration o/ (.fher aid «^ommjtte<I to the stedent 

Mw'h of the data relatt^ to ";idJn<t«Ml in:-c»me." This is the ineimie level deter- 
mined on the Lenders Report OK Form lOTO xVbieh had been used n^ide-' the 
I-n vioiK reunlato.iis to determine !lie applsejinr.s- elidbilitx for the int"ere<t 
snbstdy. (Ihe.jrross inri>mo is reduced l)y lOrf pins ,i dednction is allowed eonal 
--lo niind>er i»f •di'pendent< niultiplitM] by .<7r^0: i.e.. prnss iiieome <x> 
.H'-x y.*h'\> tj^-rrpoi - :>dJn.'iM! in -nme.) T se adj.-i^ted in' ome^ril ms' ihe^* 
tinm w!<- vh'wed in i.i Jation to tbf previ»Mrs regulations., 

Th^ nv^ rmr iulju^tr-f hirr.„u thr fnmUu x appf.'fhw for thi In,^ ir./x A\'»7 5.T- 
•he :ippJb^ii:fs oil the anra^jr clearly j».te in the nnjdN» hp^me »ijm:e< with 

i» M/r.r hycomr hr-U. hnn.n, .:f,hj fi/^ /»/ pot.nhfiioh ht the nf.orr 

^ vs/*.,o ilnis. Ihr s»j,t»tf>nvH «,y r-^^irCtnj ouhi J.M^^ r.r /ftWr >o//«/ rr^incsl 

Ai tM.<K lb,. e:a>rM iM>pal:^fi*.n of KHM),^ of 21»^i or /Pov-j. .rrnr/// tt "nn 

rrrymnn;.!nfu.n as n re<idt r.t Uxk^ uo,-iC^yMsr As lud-rat'Hl in the ^'raph^^ lo 
\ trtfow. nif.se low nKt,mmemUtions*..«toss ail in(s»nie levWs and occur ri'ffardltfss 
• ff r.iJa^l.v size. ^ ' • / * 

r\isi=: J A.v»> r.K.xeii i • 

T.ibV 1 .iir:o .firnpi' l ne;»i» » ibf ::rt^:u'o ;v«f .nunvndati<»ij^ ,;ieeonli;i- m ut\. 
ms*..i| .nr.^fer levf. . h,. eniumu Inho:*.,'-" N" represents the number of appTt- 
•••ua^^ IIJ, o:io|, mf „y . " 

!t -.j.p-irerjr flmt ..i;i.i thi" vi^ry \n^^ ijtrome levels reeoiv«. un average nioin- 
ru|end-»to.u oC i>ina;\ The re •omauMelfMi .uuMuuts dn»p .-Waficantiv between the 
sia«M«» >']:\.my$ :u*iu<tvt\ inrome /-He^c^rirs- 

• n N Mi ifxM! indirate^, as xv^^ulil ho evpr* ted. thitt the a saounj. recommended 
^ ,|iv i^.iinorne iiim'a-»'s. fl.uiex^-r. the ::v..ra:;e recoaum-Jtilatinns app<.ar 
J^"- nutmv inc*.:.io levels, iwntimiariy xxh.si eompard xxiih rln ir 
f.ubitrix umbr pn;vious n-iridalion*:. Tiiis point i< .<cli;e-s<'d bv the ;iVM,;r'^ 
ff'Mf itu\ .If »as f.,f „riKr,.fi iaeoa.e lex els l-Hxxein .•^ll.Oou .md .^1 1 iM)U " ' 

U sh-Ts'tf «... ,j .(,..{ ,t,;j| jih. j.vorayp in the O-OWi imome .-.itjitrorv "xv:l^ t.ns-e'l 
bx oue r^<r ^^^:\vU leteivwt a " re#i»nunetidatIon rr»P»b!ihlx dp*. t,» other resnurci's 
, 'cnen as- SoeijI Sef urify and/or Veterans bei«eat'*c>. This ts .rue in the i^Zlfm 
r'.}U'^ »^\\ \\hvu^ tJim- ;ipi.!icanl< recriveil 0 reconiu>jMi.iniions :uid ou/^' 

o '^-'i*^*' 'dUf. »t5 P\tia.»-dJliacx em^-fuem v |.V7«.u.t.^) 

ra.do a a«.Mst<c this ana'.xsi< bv sIioumh: ih. x,iiiMb:!;h' of rt ^Wnmi.i.d-r.ms 
xx;Mm!: ojroiue r:jt«'i:.»rirs^ ^ ^ 
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TABLE l-AVUACE U * RECOMMENDATION BY INCOME LEVEL 



Ad|u:t«0 income 



rtcdmmendaticn 



»lo»99 1 

11,000 to ».9» 

v^»,000t&C.W9 

. $J.O0Oto$X9» 

K006toH«9 

«5^U|5.«$ 

K.0COIo»^.-.......... 

WWtoJWW 

0.000 t<i»io..i,... 

mocot«jVo,>«^....A.,. 

$11.GW to Jll.9»_v /.^X 

|l2.0Jftti>|li,99J /' 




Nuinber 



9 
IS 
13 
35 
44 
54 
58 
90 
118 
105 
90 
' 93 
77 



Adjusted incoms 



Average 

rocommtndation 



NumtMr 



Il3.000to J13.999.. 296 .67 

J14,000 to 114.999 x 273 K 

J15.00Q to 115.999.... - 161 If 

Jl6,000t3 116.999 6 16 

117.000 to $17.999 162 13 

«a000tn>l8.999 0 J 

WfiCH to 119^. ......... « f 

820,000 to $20,999 350 6 

$21,000 to «1.999 0 2 

$22,000 to $22,999, - . ...... ... 0^ 4 

$23,000 to $23.99^ 600*' 4 

»4.000 to $24.999 

.$25,000 to $25.W9 0 1 

^» 

P 
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TABU 2 



Adiusted Average 
Chjldr^n income recommendation 



1 - • . $9,090. - 5620 

2 10.130 , 720 
3.: . • 10.342 ,774 
4...... . ... 9450 * 940 

5..- 8.972 1,010 

6..: 10.486. 811 

Note.— The above tablecombines the datavn graphs 2 and 
3. This information summarizes the results after analyzing 
the applications by fachily size« Perhaps the most significaat 
point to make from these data is that the average recom- 

. mendatioo does not seem to be affected to any great extent 

' by the size-of the family. ' 



/ 
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tablb; 3 :^ 

There la a wide ranee of recommendations within each category as this Ubte 
InSS I^w oTz^rS^^^^^ begin to appearammedlately regar^^^^^^^ 

of Inwme or^lze of famfly. Of course, the need analysis test consider^ other 
factSw such as asse^^^ some medical and emergency expenses ^d certain debts. 

Sn se^ra^^ particular table does not necessarily strt^ any problems. 

However thSprlw^ graphs and tablea Indicate tliat the average ^recommenda- 
UoTs are low Kite of the variability. The following graphs, and tables will 
further emphasize the number of zero or low recorapiendatltns. ^ 

I 

. TABU 3.-^N6e of recommendations BY INCOME AND NUMBIfR OF CHILDREN 



Numbtr of childrtn in family 



Adjusted 
incomt 



IrOOOtosiS? --^ «-2^ 800-2,200 

SSStolasW---.;--! 500- 2.100 100- 2 IM 

M.000to|4.999.....':.-.. 0- 2,100 80O- 2,M0 

tSOOOtolS^ mO- 2.000 ^2,200 

is 000 to . 0- 2. 100 400- 2. 300 

f7:000top599 0- 2.200 J-JW , 

l8^toi8.M9 0- 1.900 0- 2,WO 

S 000 to S.999. 0- 2,400 ?-2,5SJ 

111 000 to $11399 0- 1,000 ?- ?'2S2 

|2»0to|ll^ 0- 700 0- 2,000 

|l3S00to|!3.9W....... 0- WO, 0- 1,800 

$14,000 to|l4,999 ^ "9 Sl^'iS 

115 000 to $15,999.' »S S: ?M 

|l6 000to$16,m 0 0- 

$17,000 to $17 W - - ^ *^ 

$18^)00 to $18,999 .,. 0 

$19,000 to $19.999 0 - 

|20.000 to $20.999 .>:. - . - ---^ J 

01,000 to $21,999 0 * 0. 

$22 000 to {22,999 0 

$23,000 to $23.999 >-.-- ^ 

$24,000 to $24.999 .» ^ . . - - 

$2?,000 to $25.999 ...,...-..._.> . 



>$600 
^3- 2,200 ; 
600- 2. 100 
600- 2,400 
0- 3,300 
0- 2.200 
0- 1.800 
0- 2.300 
0- 2.300 
0^ 1,600 
0- 2.300 
0- 1,300 
0- 1,600 
0- 1.200 
0- 1,300 
0- 1.000 
0 

0- 1,100 
0 

0-* 200 
0- 1.200 



$100-$1.500 >$1.600 . 



"~ » 2,200 
200- 1.800 1 
200-2.200 
1.400- 2.200 
0- 1.400 
t 0-2.100 
0- 1.300 
30O- 2,900 
100- 2, 100 
0- 1.700 
0- 900 
0- 1.400 
0- 700 i 
0- 500 . 

""O^"'600' 
10 



>'2, 266 I. . . . . - - 

500- 1,900 ■ $2,»0 

,100-2.400 7<»-i»S2J 

100-2,400 M.400 

0-1.400 0- 400 

,100- 1.900 *?.i2J 

0- 1.500 800-1.000 

0-2.000 »5-iUjJ 

«^ 2,300 ,*«r|W 
0- 1.800 ,..,60*- 700 
0- 1,300 /777. 

o-i.200r 0-1.000 

0 0-1,000 
»200 

......... 

»0 



» 0 ..: 

"o'r 



1 2. 400 



''V6 



i 1 applicant. 



dBAPH 4 



This eraoh shows the number of applicants receiving various recomrnendatlons 
for the SdD loan. It becomes more significant In light of the fact that 92.3% 
of tKpll^ante from families with adjusted Incomes ^elow p 5.000. 

It Is dear fro^ this graph that tbe4nost frequent recommendation s between 
, 0 aHd $m) we S^ve fo^^^ that these applicants consider recommenddtlons below 
t*>no fn hp of little me and thus turn them down. - 

A otat of 812 r~ fell below the $1500 level (maximun^ yearly 

loan amount for undergraduates who are Pennsylvania residents) . 
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• ^ ' TAHI.K S 

'^K^^.rilultrT^'.r^'^ ..CO- >■> "l'"-t.ev.r>. ineo.no 

of tliToffect of tlie need anal J sis oii middle incoino fannlios , 
meiidiitioiis) for a subsidizwl I<mn. 

tamf's ratio o*f number of zer'o recommendations to the number of applicants within income 

TABIE 5.,-RATlO "f^^^^^^ ^''^ and BY THE NUMBER -QF OEPENOifNT CtJILOREN IN FAMILY 



Number of children in family 



0 recommendattons 



Adjusted income 



0 to $999 \ l 

$1,000 to $U999.^ ^ 0:6 

$2,000 to J2,999:, O:* 

$3,000 10 $3,999 0:?^ 

$4,000 to $4.999 3 . 8 

$5,000 to $5,999 

$6,000 to $6,999. .3: 9 

$7,000 to $7,999! 3.12 

$8,000 to $8,99.9.,^..-- • , . 3:30 

$9,000 to $9.9?9^- J:27 

$10,000 1» $10,999... 9.21 

, $11,000 to $11,999 0 : 4 

$12,000 to $12.999.,.- 4 - 8: 9 

$13,000 to $13,999.:.,- - ^8:19 

$14,000 to $14,999 , J 9 

$15,000 Jo $15,999 \ \ 

$16,000 to $16.999.,,. 3:3 

$l7.0On to $17,999 O'O 

$18,000 to $18.999 0 0 

$19,000 to $19,999 J-i 

$20,000 to $20,999 - 0*? 

$21,000 to $21,999 

$22,000to $22.999...- ... \\ 
$23,000 to $23,999..-.- O'-O 

$24,000 tc^ $24,999 O-J 

$25 000 to $25,999 - ^ ^ 

$?6.000 to $26,999-... 0-0 
• $27,000 to $27.999...--- 0:0 
$28,000 to $28.999 . ^ 0 0' 



2 


. 3 


'-0-1 


' 0:1 


0-7 


0.2 


0:6 


0:4 


.0-7 « 


0:6 


0:8 




1:12 


1:13 


0:14 


1:13 


1.31 


3.23 


9:41 


2:28 


3:30 


2:22 


• 6-26 


5:20 


11:33 


3 21 


14:30 


110:171 


10.17. 


10:17 


14:18 


7^16 


8:10 


1:2 


7 8 


4:4 


4-5 


4:5 


2:2 


2.2 


0:0 


6 7 


1:1 


2-4 


' 1.1 


0:0 


1:1 


00 


2.2 


0-1 


0:0 


0:0 


0:0 


00 


00 


0:0 


0 0 


0.0 


^'.0 


0 0 



Totals 



percent 

^ 



0:4 


0:1 


0.0 


0«0 


0.1 


0:1 


0.8 


0^4 ^ 


0-5 


0.4/ 


0.5 




1:6 




1 18 


OiJ 


1:7 


2.8 


0:17 


1.7 


0:9 


1.6 


2-12 


1:11 


3:6 


2.5 


2:6 


2:4 


3,6 


2 2 


3 4 


. ?:?• 


0:0 




1:2 


1:1 


1:1 


0.0 


0.0 


0 0 


M 


0 0 


0.0 


. 0.0 


2:2 


0:0 


0.& 


0:0 


. 0 0 


0:0 


0-0 


0.0 


0.0 


0:0 


0 0 


0-0 


0 0 


,0.0 



0:J 
00 
0:U 
0-2 
. 0:2 
0:1 
IT 
0:1 > 
0.4 . 
0:2 
1.8 
0:2 
0:0 

n 

0.1. 

0 0 
0.0 
0:0 
0,0 
0:0 
0.0 
0-0 
1:1 
0:0 
1:1 
0:0 
0 0 
0-0 



1.9 n 

0.15 

0:13 

9:35 

5:44 n 

8:54 15 

7:58 12 

; -8:90 • 9 

17:118 H 

13:105 12 

22:90 24 

,27.93 • 29 

47.77 - 61 

43 67 . 64 

34:55 62 

13:18 72 

. 15:16 94 

10:13" " 

4:5 80 

7-8 88 

4.6 66 

2 2 100 

' 4'4 100 

3;4 75 

' 0:0 

M 100 

0 0 

0:0 

0:0 



;• .This p-npl. i-= u-M.n.mar.v of ti.c d:..n which oppcars in the ••Porcvn." i;oI«n.n 
,(in Tiib!oi>. . .iw»ui. .iiiiiiwMiiitvi who iiroviou.slv would liavo 

c.|iminato(J Hi*- snhsidiml option for many. ^ ^ 
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^ ' ■ RicKER College, 

HouUon, Maine, July 24, X97S. 
Hon. James 0*Haba» ' 
» Chairman^ Special Subcommittee on Education 

♦ House of Representatives, , ^ ^ 

JVashington, D.V. ^ ^ * 

Dear Sir: Like most other college officials responsible for student financial 
aid I have appreciated the symjMithetic approach of the Congress during the 
past six months. Thanks to Congressional effort we have been able to continue 
to 8er\e'0uri?lient8'wh«n, only recently, we faced disaster. x • 

We have already had sufficient exposure to the two types of aid most 
strongly supported by the Aaministration, Basic Educational Opportunity 
.Grants and Federally Insured Studerit Loans, to allow some conclusions whicl^ 
Might be helpffti in your addltlonaWdeliberations on aid'. 

The m30G program's tlifficultips lie in its seemingly unbending •*famlly con- 
tribution.*' I refer y9u to an article in the eurrent (Summer, 1973) edition of 
Change magazine, p. 64, which raises serious questions, suggesting the spectre 
, of involve<l litigation over the degree to which •*expected" contribution? may 
be '.*<Smpelled." Beyond this, the rigidity really fails to ^account for present 
family emergencies. Despite these- criticisms, I do endorse the concept of the 
BKOG. provided it does^not become the sole grant program. 

The Federally Insured Student Loan program is quite'^ another matter. Ever 
fltnce July. 1072 when the changes mandated by the Higher Educatioiv Amend- 
ments of 1972 were first employed, we have had growing difllculties ^ith this 
program. I thought perhaps that, the cause lay in the suddenness 6t the imple- 
mentation of the new regulations and that time and some workshops wpuld 
correct the problems. Now I believe the difficulties lie^ in the\lending insti|u- 
tlon's unwillingness to correctly handle the program. Let me l is t mr complaints! 

l.'-l'he Maine National Bank of Portland has announced it will not make 
loans to freshmen, along with some other restrictions. This seems shockingly 
InapproiWate in a program the Administration {las hailed as the wave of.«the 

. ^"2" A bank in New Hampshire has also informed students it will not lend to 
fre.Hhnien. ' »• ui. u -1 

3. Several New York and Pennsylwinia banks hav,e told students they had 
'*i-xlmustea" their supply bf Federally Insured Student Loans, 
r ^ 4. It Js difficult to detect any banks which have\ offered adequate or even 
•accurate in«^ructioi'»s to the students as to the application Process. We hafe 
^ ■ had baniiS send us* old Supplementary Applications, single sheet Supplements, 
and one bank /even went so far as to repeatedly inform parents that no school 
reconunendatfon was ne< es.sary to qualify for federa| interest subsidy. 
' 5. I know personally of one bank which failed to 
applicati(m process. f(»rwarded the necessary forms t 
ouro) and gfanted a loan tvithout interest suhstdy neter once letting the parents 
• . know that, because no need analysis had been dotte, this loan was different 
from the previous year's which had been subsidized. 
6. The new levels of lending which had been intended iomiake^the FISL pro- 
gram more flexible are being univ6rsally di^rega^j^ed aire the old $1000 or 
^ ^150() limit continued. " . . \ t.. 

Over the years this progi^m has sei^'ed the needs of a middle ci^ss which 
might not teclfnically, by sone mechanical formulae, have nted but in which 
the students' wished or were forced to assume a greater share of their cost of 
iHlucation. Its new elaborat* and confusing appMcation process and limitation 
to tlioso who have a need measured on a previous year'-s income is reducing its 
usef nines. Certainly no proirram so subject to the whims of local bankers can 
ever be a kev feature of a f<tudent aiclyprogram. 

National Direct Student Loans. College Work-Study and school-administered 
grants continue to be-the most flexible, fairly awarded aid. Please help assure 
that these progran)s are adequately fimded in the years ahead. 

Sincerely, ' " ^ 

.TAifKS K. F1.0YD, 
Dean of fitudents a^d Director of Fi^nancial Aid. 



nforni parents of the new 
) the students school (not 
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* ' IMnlljrraml 

Hon: James G. O.Haua, * ■ . * 

W^ashinffton, D.C. 

Strongly recomiueifd tliat considpriitlon of nnaiicial need for the insuring of 
giiaiantml student loans not, ropoat not l»e eliiuiuattHl and that part 177 2; 
chapter 1, title 45, U.S. Code December 12, 1072, remain unchanged. This 'is 
llie most realistic and logical aj)proach to studor.t lending to comr forth since 
pii.ssage of the original Higher Kdiicntiou Acl of 1{K55. Further, nt this late 
date any change (s) should serlou.<?l5^ fuipede aid effort for 1074-75. 

Arnoij) M. Btoss, • 
Director of Sttidatt Aid, 

Vtcmson Univvr*^Uit. p 

' The First Natio.v.\i. Bank, > 

Representative J'ames G. O'IUrX. 
\V<i»hiiujUm, />. — ' 

•Dkar 8ik: ; would like to .show niy couccjiii niul my hanks coucoru over the 
posVhllity that the nee^Js test on student loan applications be eliuiluate<l 

I feel that if me needs test is dropiH'd some of these loans would he used 
r(»r uoM tducatioual i>nri)oses and there would be ri.<?e in defaults These co.sts 
J I re then puss(*d on to us the taxpayer. 

i hope you will do what you can to iniluenec your committee to see that this 
needs test reumius a part of the students loan application. 
Vours very truly. ^ 

J. Tak;k\\m)oo H^rt,^" 
' \ Assistant Cmhicr nml Student Loan Officer. 



\ Saint Miciiaei/s Coi.leqe, 

„ ^ ^ Winooski, VU, July 19, WS. 

Hon. James G. O'Hara^ • , * 

Chairman, Spcoial lloHSc Sulcomfitittcc on Education, 
Wnshinf/ton, D.C. 

DhWH Sir: Iu regard to various pr*d)!ems I havil experienced in the proce^ss- 
ing of (he (Juarantml Student Loan Program for ihe 1073-74 aeadeude vear 

My linpie«<slou is that the Fiuam-ial Aid Direct^^'-s and the hanks from cer- 
tain staes such as Maine, Connecticut and NVw .T,.sey are not in agreement. 
For ex.unple. a student may show a —0- nml for^ tlie Interest subsidy but iii 
no way does this mean hi* family can meet the full cost without making a 
guaranteed Student Loan and paying the interest hbnself. The hanks feel that 
since ihore is a — (K- nee«l the hian .should he denied. 

Shtat of the prohlems center in tjds jirea. The oul.\ otjiordimrultv I have en- 
ronntered Is the hanks do not want to split an interest snhsidy loau ami inter- 
est paid hy the student. For exnmi)le. if the .student is applying^for a $ir)(M). 
foan withnhr interest sul,>sidy aiul tlu* school only rec(»iuinends\?l(K)0.. the'hanks 
in J^Muiy l aM's will only alh/w tho amount rec<aum.»nded h.v the solu»ol. wltlKUit^ 
^ allowing the renuiinlng .$500. to he^'given without the subsidy. 

I would very nuuh like to see and recommend at this time that if the ad- 
justed family immune Is .^l."».00(K or less there would be no need for a 1200 
fornj. whieh Is the Student Loan Application Supplement. 

'I'he (Juaranteed Shideut Loan Program has tripled the workload In this 
<iHh'c. whieh In iKelf pre.^^eiits uM!nerous disadvantages. 

lai view of the ahove nunth>riitil f:iet.s I feel that thore.is a detlnite need for 
ehailnes in this program \ 

' \ Sincerely, 

Mai»emne E. Yandow, 
Director of Financial Aid. 

Nashvim.e. Tenn., July 31. 1073. 

Hon. .lAXtES G. O'Hara. 

Chairman of the Uou^e Special Stiheommittce on Education, 
,Wa9h{n{fton. D.C- ^ 

' dear ^oNmtK.ssMA^• O'IIakv: As a lluancial aid admlni.strator. I feel that It 
Is more equitable to \u\vo the iiH'ds test requirements on the Guaranteed Loan 
Program. 



It duos cwiti' a l«»fof aulilltiitiial work fi>r llmiiicial aid irdwliiistrators. but 
W l*? apparent tliat c«mtr«>ls lia\<* <».\ist U> cllniiuati' alTllso uf our fod«»ral 
>:tu(li'nt aid programs ^ I % 

C am (leliultoI,\ in favor of-,rolaininK tlic ncOds to.^t rt'unrnui'nts. After one 
anideinio >ear lias elaiiseil. it uill 1h» more appropriatu to consider tlie effects 
of tlie tests on tlie (2naranteed Student Loan I roKrHm. 
♦ Yours trub', 

(Mrs.) IM1VI.US H. Branan. 



tJNio.v National Rank, 
• ^ • Wichita, K(in9,: July soy t913.\r' 

Mr. James *G. 6'Hara. * ' / * ' 

Washington, D.C. 

Mk. O'H.mu: I str(m>:l> feel tlnit it would I>e a mistake on tlie part i)f^ 
t'oiiKresK to make another elianKi* in tlie GuanmtiHMl Sjndeiit Loan I'ropram at 
tliiji time. ^ 

The needs Jest that was Instituted. I feel, is <pdte fair and ernHdes us Ui 
make loans to thf nii>re need.\ stwhiits. I uouhl. then'f<in'. oppose an;; It^iH^^n- - 
tlon at^this time lliat would stH'k to liberalize the eriteria for o!>tainlnf: stu- 
dent loans. 

Very truly yours, 

I , Uonr.RT W. Wall, 

;» * ' Student Loan Otficcr. 



fMallirrnin] 



New York, X.Y. 



Hon. JAMK8 G. O'Hakav 

Washington, U.C. . , ' ^ 

('nited stutlent aid fftnds whiili npi»rat*'.s in alUrK) states and is on<* of the 
oldest and most *cliveisifh'<l parti* ii>ahts in tin- guaranteed student loan i)n)- 
Krnni. is appaulefl that M'rioii^ tluuiKbt is beiuK' Kiven now to eluuiRint: t?u» 
rules for this pn'^rrans. ('onKH'Ss last summer ]^\tn\v niaji»r j.nd nee<'S*<iiry 
ehanKes in the la\>. The Hrst >et of reKulatioas then Keneratetl mas^fve eon- 
iiision. so that further eiUiKre^sional aetlou was n**«MhMl t«» bail out the pr^n^ram. 
New reKUlatituis \\y issiieil tt» be e^tTeetlv*' Mareh I and the wbjile proKrain Ik 
jiist Iti-KinninK to wjtrk its wa> tuit i*f a morass t>f eonfii^ioii and excess paper- 
•work. Ti» leaet to tVn»|Htraril> b»wered Iojmi \itlume b> another ehau«e .in 'the 
law (I wi-eks bi'fore st liool t»peneil would .in t»ur judpenu'nt be a ninnnnic .tal 
mistake. (Mliers. ineluilin^ men.N lendtVs in the program, share this \Mew. 

Our iirpent reipteM i^ tliat ('on«ress not now rt^slMmd to temiMirary proces hip 
dunculties b> preseribinrt tlie whole ni'W M't of ruius whieli some are request- 
Uii:. Si.eli an unwiM' and anntni's^^ar.i sft'p wiuild be a major setback to tlil^»< 
verv w'orlhwhile nroyram. ^ 

John H. Mathis. / 
/»rc«n/e«/, United Student Aid Funds. , 



1 



! .M:inj:r.onI 

IlicnMONo. Va 



Hon. Jamba 0. O'Hara. * c- 

Wakhiiifftou, n.C. . 

A propo^^nl i*. Immuk ni-ulc u* the IIoum* Spi-eial Snffonunitt^M* on IMueatbm 
that heaiini;^ he la id with a \ iew to making ehan«es In Set- I'JKLV) of the 
Higher Ktliieation Aet> of limn, a^ amended in 1J»7'J 

Thi*5 aKi'Ue.i ipu-^tionv thi' wiMh» f thapfiim: thi^ law a^aln at pn'^<*nl Iil, 

.lnl.\ li»72. Hi*' njetboil for detiTioinin-,: int**riM benefit,^ on ;:uaranteed *!tmhMK 
toaiis was <diani:«'<l. ami rt'^riilatbm*. won* is*.ued tliat provtd unworkable. On 
AuKU^t 19. P.I7L*. till- I'lTe* H\o tlato of the m w mi'tliod waj^ deferred to Man-li L 
11>7.'J. (»n this dat<'. n' written rid<*s w»»re is^m-d wlueh this at'eney believe^ are 

youitiibb' and workabb- if bi»tli ^1 1 1 nnam lal aid oHicers an.l lenders carry 

out tlu'ir n'<.peetlve respou*.ibilities. 

To makf anotleT ehante tbi^ u-ar wonl«l nu'an that. fi»r the s(»cond time, a 
ehajik'e liatl e<»au- abiKit in the udthlle 0/ the bu;«y scaviai for <tu(h'nt loan<^ 
requiring a complete rew r^al of direetiim on tlie part <if both lenders and 
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schools. We think that siwh action would l>e more hannful than helpful to the • 
loan program nationwide at the present time. Tliere l!as hmm a reduction in 
lOiiii^olume for the months of Murch thru June 1973, but Virginia leuders 
have indicated continued support of the program to the extent that generul 
conditions In the money market will permit. These conditions, we think, will 
goi;ern student loan volume to a mnch gn*atei; degrw than will Sec. 428(A) 

This agency, therefore, rt^ofinuends that no change ho nmde at present in 
the law or regulations. 

Charles W. Hill, 
» Executive Dif^ctor, 

" J State Education Assistance Authority. 

• ^ 

^ , * ' Valley National Bank, * 

T> ^ T ^ • Hnrrisonhurg, Fa., July 30, im. 

Representative Jam^s G. O^Hajia, 

Chairman, House Special Suhcommittec^n Education, 
Washinyton; D.C. * ' ' 

De.\b. Mr. O'Hara: It is my understanding that there i's' a,c:impaign under- 
way to elimnmte the re<inirenient that student borrowers must estahlisli need 
in order to receive an interest subsidy on educational loans. I w^mUI like to 
express the opposition of this bank, and ray personal opposition to 4ny such 
urogram. . ' . 

It seiMUs to me the only way to keen any such program within reasonable 
bounds is to require that the student establish, need^and I see no reason to ' 
umke lAans when that ne<^d in not evident or provaMe. We Ijelieve that anv 
student who can .suecessfnlly demonstrate such need will be *\illing to do .so 
We realize that a la.irden will be placed on the colleges to refiew^such^apirfi^ 
rations but we feel that it is a neces.sary by-product of careful .idmyustration 
of the program. If necessary, a reasonable amount could be paid' to 'sub.sidize 
the processing by the- college of the.se applications. This would be mnch 
cheaper than an indiscriminate gj^nting of credit. . 

We hope, that yon will use your influence to .see that this* elimination of 
need does not go through. 

Very truly yours, ^ 

iRviN C. Lee, 
Executive Vice President. - 



. PiBST Vermont, 

T •„ July 19, 1973. 

Mr. James Harrison, 0 

Special House Subcommittee on Education, 

Washinyton, D.C. 

D^iAK Mr. IIaurison : Our bank has been in the Student Jj>i\n Prograu: since 
1J)03 We have api|roximately l.r)2r» loans for .$1,01.1.3^7. outstanding. Kor a bank 
uirh .$1;'().(KH).(KK). in assets, we. feel thaK this .show.s our interest aad uuder- 
stamling of the Student Loan program. 

We feel that ,the "Fropasal LVl.T' would elii>nnate a IcJt jf time and elTorJ 
in pn)ressing Student Loan applications. The changes made effective in 1073 
remnring every applicant to undergo the-*'nee(ls test" is very cumbersome and 
difficult to explain. We are sure that it also creates an imi'mssible work load 
for the financial ^id r»fnrers at the \ ariou.^seliools. 

We would eertjf^nlv like \(\ .*jce "ProposalWrv-ir)" adopte<l as soon as po.sslble. 
Very truly yours, 

NeaL G. TEMPLETOi?, 

Vice President, " 
, • Installment Loan Department. 

Vermont Technical Colt.eoe, 
* . Randolph Center, Vt., July 12, 1973. 

Mr. Rkhard Tomrattoh, 

National Association of Student Financial Aid Administrators, 
Washington, D.C. ^ 

Dfar Pick: I am writing to convey the vote of the Kxecutive Committee of , 
the yermon^ As-sociation of Student Financial Aid Adniinistlrnlors supporting 
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the "IS-IS Prop««ir* suliniitt^^^I bj? the Xrttional Council of Higher Education 

^^'^We'r^ft^^^^^ the loan program i»roblemlJ have reached a crisis »ta^o. \\> 
further fwl that the 15/15 I»r6|H»sal will alleviate the cofleges of an adminis- 
trutivv burden and make loans more accessible to more students? . 

Sincerely* , _ t„«^^ 

# James F. Ltjptox, 

V Preiident, Vermont AsBOciation of Student 

Financial Aid AdminiitratorM, 

Windham Couxoe, 
, ^ Putney, Vt., July 19, 197$. 

Neusox Schakaoin, Jr., . 
Director^ Loan^ Guarantee Diviiion, 
Vermont Student Assistance Corp,, 

Burlington, VU * ^ \i t # 

Dym Mb..Schae.vdix: I was very glad to talke with you today and- learn of 
the ccmcern which is l»eing expressed nationally about current, federal guaf- 

''^'^^^^^'^^ir.. new regulations has tieen -tremely f n^jat^^^^^^^^ 
It is our conclusion that the regulations are not having ^^^^ "f^ 
Certainly, the application procedures have resulted in P^^zIed^r-ntK aR<J 
.students and ex^sive additional paperwork for all ^^^f^- ™« ^"j^^^ 
mieht l»e toleratetl If the procedures were working effectively, but »^aPP^" . 
that they are not and that many students who deserve to be awarded loan 
'funds are ham,^ml by the requriements and frequenUy deaied ^-^J^^^^^^^^ 
in the anioimt they need, because of necessary re lance <«• a ttnanclal needs 
analysis system which oftST misrepresents a family's act:ial ^"^^^ 
lion and the reluctance of lending institutions to exceed school recommenda. 
tions. or even to consult schools when recommendations axe in 

In the summer of 1972. financial aid offices were asked to , 
to regulations which were not well thought out a^ after much effort had IK^ 
expendedMiselessly. in an effort to comply with th^ regulations and advla« stu- 
dents about what they should do. the ^^[atif^s were re%-oi^^^^ 
now' in em^ct. though better formulated, have -^/"^"f^^^ti, ^ 

•have found that many ^communications are necessary with loan appli^nte ^ 
- for^ an auplication is completed, and that there te absolutely no way of know- 
[nrw^^ther or not a student who has need but who has^difficuhy pro^^^^^^^ 
will be successful in his loan application. Once agaiii. sttdents^om middle- 
incomp families are fueling the cnmch. • , , _^ , , 

ThTwOTHow undM- revievv- (1515). -rf' implemented would certa nly 
. VfcVonTe^t.nibri«n, in a vory off-baJancf situation. It miRht even restore 
son "The^Hn financial aid fiffice!>. which are very glum%ces in th«« fn«ttat- 
inp .lays of inability to assist sttid?nis who. we know, really nced-aJl the hcJp 
they can get but who arc being hftcd put to Ind it. , 
• " Sincerely. AlesX^dba M. Schmidt. ' 

Director of Finar.ciai AiA. 
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TUESBAY. FEURIXAKY 5. 1974 

House <^K RErnESKNTAinv>.s, * ^ 

SVKC IAI, SriM 0M3UTTKE OX EDCCATH)^' OF THK 

COMMITTEBON EDUCATION AK» UVBOR, 

WashiiigtolU //.6. 

The s..bcon.mitti.o ...ft at 9 :05 a.i.i , pursnaj^t ^f, «f«'^«J" ™ " 
■2-2r,T, Rayb.jn: lions.-, OfUct.- Hu.ld.ii}?, Washington, D.C., Hon. James 

^''ifen™ iSreSatiu-s O lla.a, Gaydos, Lehman, Quie, Dellen- 

JprSnT!?^^^^ il-orrison, staflf direetor;. Al F^nWin, couasel ; 
Eliiora Tcots. oieik: RokM-t And.j..ga, """^"^y staff director.. 
■ Mr. 0'H.\.u. The Special S.ibcommittce o.>. Ed..cation will come. 

•^V?.nost of the past 8 or 9 .nontl.s tH'^^r^"")".''"- 'Ji')f n^Uo 
co..sideri..g the p.obie.r.s which coi.fro..t the student trymg to n.ake 
a <rnal-a..teed loi.. with *hicl. to help fn.ance his education. 

Wo have se..t the s..bcom...ittee staff, together with .nembei-s of 
tl.e full co...mittee a..d tlH, n.ino. ity staff, into the field to exan.n.e 
coiulitio..s i.. the" m.arai.teed .st.ide..t loan market. 

T h .d a !.ea. l5L' o;.. .July iJG. at which we took testuncy of tho^ 
staff ii vestiKatcs.a^.d listc.ed to tl.e con....e..ts of spokes.nen for the 

?oil"c K.vtnu.ce Exainination lioa.d. tl.e American Bankers Asso- 
cia mi, the Natio..al Association of St..ck-nt Fnia.ical Aul Adm.nis- 
trators tl.e St..(loht. Loa.. Market i..ii Associat.on, the Off.ce of Ed .- 
cS!o,u\..d Vhe o.ga..izatio.. we wTil hear fro... th.s mo.n...fr, the 
Natio..a1 Coi...cil of Higher Eductio.. Loa.. ^^op^xms 

These g.cM.ps do ..ot attain a..ytl.i..g like u..a.......ty on he .oc- 

,>n.M.eMdatio..s. H.rt th.«..gl.o.it all the t«st.mo..y' we took .tt m^^^^ 
hea.i.."s. th.o.if:ho..t. all tl.e mail we have rece.vcd ... the months 
i i.;Ve a tl.ro..gho..t the n.eetij.gs the stafjf l.Hd a.o.md t he .^.itry, 
the.e echoed the o..tline of jhc proposal offe.cd by the ..at.o..aI 
<-ouncil, the so-called "15/15"' proposal. . 

Ti.e hill on which we a.e. taking test.n.o.iy today a..d ..cxt w-cck .s 
nr-Uv obvio.islv tl.e direct descendant of tl.e lo/lo proposal 1 have 
•.rmuwed. with"...v colleagnqs on this side of the subco.nmittee ai.sle 
k hiU which would eli.ni..atc the req.me..ie..t ^^^^ \''^'}^.Z^y^^ 
those families whose i.dj..sted g.oss .nco.nes a.e be!o« $20,000 ami 
wl.u arc hono«i..g lass tl.a.. $2,000 for o fiivc.. school year. , 

do. -t have to t^.kei.p tju. ti...e of the s..l.co.......ttee bv go.,.- over 

the i:a<-kgronn<l of tl.,-. llgi-slatlon. 1 -songht to do » 'at -he.jl nUr^^ 
dnced H.K. 1252.'5. a.id I will ask ....a..3.tio.is consent that n.y own le- 

•* a!ti>) 
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Trt^ThfilS"'''' 1972.amcnd,9cnts be made a 

(From Congressional Uecord, Jan. ai, 1974] 
, The Student loan Crisis < 

Monday, I shall Introduce a^biU to amend the 
phtai^'aT^if^^f^TSy^^ 

tS^ S^''«n^'*'^ ^""^ «*»^»"«i-«uch a loan brfor^toe ml Edmente 
d^v^«Vfi *^'^J!5°' }. <^"^i»«e<J. the Congress never intended Sd be 
deprived of the ^HHwrtunlty when those changes were made IS^onths^^o 

nn^'H""* " history of the problem Prlo" to t^e 1»72 

amendments, any student whatever his Emily's income could auaUfv%„r « 

Ke1^s'sTiorS'"'°Jli,'"*''n.^^'^ «»<J anntudenrwhoL lX's 
-S?^,^T„!i^^ or below coaM qualffy for interest beneflt»-under which 
the Ckiverrajent would pay the interest during the student's colleite careJ and 
SLS^tS^^^^'^SraJ^,^^^ «>enefit W of cou"ry. S'aldlUo^o tt= 
l^a^^JSofb^^^^^^i^'"'' Govecnmeat provided to the private 

f„J\?^MH?f V**" Tthfr Congress removed the $15,000 Income cellimr 

for eligibility for guaranteed. Interest-Subsidized loans, wi felt" as ^ ' 
Berver of the economic events of the past 5 years mSt feel that $15 C«Ote 
S«^»$ y not What it was when the ceiling was first Xced oneVw^^ 

u mlddle:class annua? Inwme. It would buy meat 

t«n«r lif**^'' 5 year»-8nd I shall not wastfetlme hete in recrimina- 

haX fh? °' ^S"**** so sharW tl^T-inflTtton-' ?s 

rforaK^?HTfo'ii:^p°z^or'"- --.Kyrrs^l. 

n.ISv«.S*'?hnf^.^SP!!S^ this trend as eariy as 1972, or earlier, and. in 1972. 
removed the $15.01)0 ceiling. Because of the general reluctance nf h«nb<: 
make unsubsldlzed loans, and because of the upward moveS o°f the ^hre^ 
fhi oTm^!"' ^"".^"'eed and subsidized loans, we decided to rmove 

suSdiiSd lo"aM.*" ^^'^ ^"""^^^ '""^ "^"""^ ""^"^ '0 guaranteed 

'^as also givea evidence which suggested that, in a few 
Privilege may Iwve been abused, studente who may not haVI 
f^'^li''^. ^" '"'"on borrowed any»-ay. and. we are told Wd 

the proceeds to buy automobiles, or the lUte. . • V 

»»Hn»rif^r» '° '■"!! -^""^ evidence of this kind of practice, but I 
^ il fho/f*"" '° ^Ll^" committee acteJ more to eliminate the po-S-slblllty" of 
, abuse than to cope with an existing epidemic of abuses iiu.-<«iuiiii.y or 

.^^L^f '.T° P'"0''""o'« 'n the law relating ^^o two classes of borrowers-those 
whose famlLv Incomes were below $15,000, pnd those whose family Vcornes 
were above. For those with Incomes above Sl.^.OOO. the law provided that the 
r«rtT« «M?.''^l'""'"/if amount S fhat n^d. and ■ « 

«50(^ ifw'''Z..r'""''f t'-ose with incomes below 

«r.rtTl,n«i tn fK^^^ renulre.s that the amount of the need be determined, 
thiw!" i m/? both case.s, the lender Is the final authority as to 

whether or not the loan will he made, and the amount of the loan. 
r.fVll !l!^!J "'^ ^ '""'^ explained by more than one member 

*7k^"'^/T"","^ as.snme neinl for families 

™e! nfT;r"5?r?^'''^*r;r "? "'^ -"'".inf of need, while for 

e^mln d"byTe SloT •"""""^ »o be 



Unfoitunately, xmd^v the law. anrf xegulaUons a? wriW ^"^"fs,^^^^^ 
and both the existence of lieed and the amount of need are measured^alnst 

^L'lfi^t.^&r. .Speake^. i£ law which was supposed , to ^^^^J,^ ^^^^ 
eauranteed loans by removlng„an income test was w^uhd up »a¥lng4t harder 
b^ii^pJ)^ ^1^^ ^"^^^^f restrlcUve but simple 

N^XUuNt^lf a. phenomenon thatMs*:Widelj, misunderstood, and 
ofte^isIS^^ B^at Its b^t, It rests on ^ome .^^rsMU assumptions ^^^^^^^^ * 
haw much?femilies can and 8houlii.coptribute> tbe,^ eaix^tion of their 

^^y^^'bcommlttee iias cond^^ of hearings d«dicdfedfena^y^to the 

theoyand.phictice-^ need? anaMsUnd I thlnldttat while iU l>#^^on^f^ 
are very 'cirefui to point out that tUey. are not ttyjng to provide student aid 
SffiS^isriarents wUh an ironclad- rule as -to-bow much a family can ^'^t^ 
c?n?riTute t^H-ouhg^^^^^^ education; thej. do feake the ^^Ind^ ^^^^^ ; 
about the value otiilgber educa£i5p .that persons in the education f«>^e^n 
can be expected to make; A^id;, ii^ter- making those ^«5«^P^,^°,^^^tt^ 
analysts coiieiup with same pr^ty steep assessments of what families can 
ifeasonably be expected to.contribute;'* ^. " ■ ^ ^ ^ ,^ « ^ 

This assessment <^ce made. It is the.obligation of the student aid officer and 
the lender to make their' own Independent judgments, as to how much of a loan 
the aid officer wiil recommend, and the lender will make. Unfortunately, as 
seems so often to happen when an impressive data processing operation present* 
a busy aid officer or banker' with a suggested figure, there is a very great 
tendency to take that figure as binding, and look no more into the PW>bl^m 

In addition to our 2 days on needs analysis, my subcommittee last summer 
sent its staff out into the field to<find out^what was happening in the guaran- 
teed loan program, and held a day-long roundtable discussion with regard to 

*^Our^flnd?ngs on the basis of those field trips and hearings was that there 
existed somewhat greater fiexibility under the law than most student aid 
officers and bankers were willing to utilize. We seiit to the student aid com- 
munity an exchange of correspondence between the Committee and the Office oi 
Education, and a subsequent exchange of letters with the Comptroller General, 
highlighting the flexibility that the Institutions and the banks do have. 

But m all fairness to the institutions and the banksi I think it Is also fair to 
say that the language of the law, the very stringent rfegulgaons by 0|:,.ajid an 
historically justified concern over possible aMlt excep«onaJo what bureaucrats 
might consider "excessive student aid packages" have madd/,the schools under- 
standably shy 

I can also, to a certain extept, understand the banking community's attitude. 
The gtmranteed loan is not an attractive consumer lof^i from a bank s point of 
view; and if we raised the interest rate to the point wli^re it was attractive, 
there would l)e little need and no utility to the program. If we raised interest 
rates to the level they have reached on^^ommercial loans, many middle-class and 
low-income families could not nflford to borrow, and those who could, could ^ 
utilize the numerous education loan programs which banks already offer ai 
consumer interest rates. ^ ^ , ^ ^ 

Given that fact, a bank is not likely to look beyond a recommendation from a 
student aid officer which simply reiterates what an impressive computer-print 
needs nnalvsi.*? says, and make n loan in excess of what they both suggest. 

And in all three case.**— the needs analyst the student aid officer, the banker, 
the temptation is irreaistable to point to the previous step in the chain and 
place the responsibilltv for a difficult and seeipingly hardhearted decision at . 
that other point. The banker snys "the school did not recommend a ioau- The 
school says "the needs analyst said the kid's family had to make big a 
rontributinn the needs analyst says, ''1 can only go on what the family, and 
the coqpputt^r tell me." . , . . *^ v.^. 

But the fnmily is imnhle to make n tonn. nnd the student is imable to com- 
plete his education. s . \. ^ r 

That unhappy picture has been the situation during the past year. Loan 
volume under the proper nm which we sought to liberalize and expand has 



O . 74 - 14 



20 D ^ 



ERIC 



202 



shrunk. Bankers have Ijpcniiio imimtleiit mid withdrawn from the program- 
institutions have been confronted with growing driliculties in filling their class' 
rooms. But above all, students, wfio can henofit from having tliem receive one, 
are imabie to get one. We are all losers. 4 

The President who last night told us he was recpnunending "an expanded 
program of loans and grants" lw« alread/ told us that Ids solution for the 
loan problem is to Imvo Secretary Sluiltz and Secretary Weinberger write the 
bankers and say in effect, "Gee, feiias, won't you lend some money?" 

I thirik that is hardly adequate to get the loan program moving again. 

The Senate Labor and Public ^Velfare Committee yesterday approved- an 
amendment to a pending education bill which would remove the needs analysis 
requirement for persons witti incomes below $16,000. 

- This is a cpnstructive step in the right direction, but for the reasons I have 
suggested above, I think it may not be a long enough step in that direction 
Fifteen thousand 1074 dollars are simply not the same thing as 15,000 1965 
dollars, or even 15,000 1072 dollars, and I think it would be a mistake to treat 
them as such. 

^I^have 'therefore introduced legislation today, and I will begim hearings on it 
?J^^fVJ[^^'' analysis for any family whos<y^come is below 

520,060 ftnd which is making a loan of $2,000 or less. My bill also contains an 
essentially technical amendment, extending to June 30, 1075, the authority for 
UcjW to establish a special allowance in^the hmount of interest subsidy paid to 
keep step with the inflation in prime interest rates. 7 

I t|iink we must move as a beginning in the direction suggested by this legts- 
latf^n, and I hope we can move exi)editiously, and with out primary concern 
focuJ^ed on the ne^ds of those students who were intended to be heliKJd by the 
1072 iunendmcnts and have not been. 

\ T Speaker, with il word to the banking community and to 

the stu(tent loan officers. In the im.st several months, a great many hours and 
days have been consumed by the members and staff of. the Special Subcommit- 
tee on Ed'ucatlon in an effort to develop legislation which will help cure the 
defects in the gimranteed loan program— defects that are admitted by most 
observers, even those who do not agree on the best way to cure them 

One very important harrier to the active coiiJjjdferation of legislation in this 
area has been the fear, artd the occasional pre(i|(;\iotif that the introduction of 
any legislation will so ^o^fusc the student aid'^ommunity and terrorize the 
[ianking community that both will throw up their hands in disgust nnd the 
program will collapse. 

I think these are exaggerated fears. I think the student aid officers and the 
hankers will recognize that legislative remedies cannot be enacted overnight, 
and that the overriding public interest in helping yojmg people secure the 
education they need cannot be replaced by unYeasonlng panic because an admit- 
tedly rickety structure Is being examined to see what can be done to make it 
sturdier. 

I am going to take a cimnce, based on that belief. I am introducing this legis- 
lation» and I am calling for Iiearings, instead pf trying to rush the legislation 
through too fast for anyone tn react [jefore it is in place. I do not think the 
bankers will panic. I do not tliink the student aid officers will lose touch with 
reality. 

If they cooflerate with this snbcnnimlttee. if they continue to do business 
under the rules reguJations now in ofTect, while we and our colleagues in 
the Senate move for\\a|d speedily but carefully to create an iniprnved program, 
then they will have justified the faith the gmirantee<l loan program provisions 
of the law already place in them. 

The bill. Mr Scoaker, has hern circulated anion:: my cojlo.igties on the Special 
Snbcnmnilttee on Education, and i)p introduced on Monday. Hearings will 
begjn on Tuesday, February 5 f t 0 a.m. nnd will continue thereafter for what 
will be. I hoi)e. Io^ik enough to tjet aM the data we need, but no longer than 
nece.'^sary to enable us to legislate. 
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H.R. — (Subsequently'introduced as H.R. 12523) 

k bin to amend .sectio-n 425(fl) of the Higher Bilucation Act of lOCj «^ended, 
nnil spctlon 2(a> (7) of the Emergency Insufed Student Loan Act of iJou, < 
tSer assure that students will luiv« reasonable access t% loans 
to miet their postscJiondatly education costs, and for other purposes 
Be it -enacted Dy the Seaate anH House of jgniisentatives o/ Un«ei 
ttate» of Irneiica in ^CongresB aaaembletJ, Thafekiuses I and II of the first 
senteLfofTarngraph (1) of subseetlpn (a) ITsectionmS of the Higher, 
Education Act of 19C5 areAamended to read as follows : . 

" m iPsCthan «20.000 \t^ amount of such loan would, not cause the total 
amoSt of the s?udeKoSnI,u^der this part to excee-VW in any acadtoic 
v^ar or ?te Mulvalent (as determined under regulations of the Commissioner ft 
and the sL^nt has lLn aLpted for enrollmej.t at an eligible instltiition qr. in 
?^e ca^ Ta student who if attending such af. institution, is in good stanl^ing 
at such institution (as determined by the institution) ; or • .- 

"(in les" than $20,000 ahd the amount of such loan would cause the total 
amis .Iffhrslndent'-s loajs under this part to exceed ^^.O^^n anv a^a^demk . 
vear or Its efluivalent (as determined under regulations of the Commissioner), 
or ^a to or more than $20,000, and the eligible Institution jit which the 
student has l>cen accepted 'for enrollment, ot in the case of a s udent^ho is- 
IttSrtg s'ich institution, at which the. student is in go<Kl standing ^ deter- 
hiiS bWlIe institution) has determined that the student is in need of a 
Co attend such insHtution ; has determined, b.v means "{^er than one ormu- 
at«l by the Commissioner of Education under Part A, subpart 1 of this title, 
he^L mint of such need by subtracting fronVthe estimated cost of attendance 
arsuch institution the oxpecto(V family contribution vvitl.' respect to such student 
Ms anrother resources or studeiH aid reasonably available to such student; 
f^d has provided the lender with a statement evidencing the determination 
made unde?^ Urirc,n,?se.and recommending a loan in the amount determined 

'"sre"2^sSon 2(a) (7) of tlie Emergency Insured Student Loan Act of 1969 
Islmend<Kl by str1kl^«B out "July 1. 1974" ami inserHng in.lieu thereof W 1,_^ 

^^Sec. 3. The anwndTnents^made by thi.s Act shall be effective on and after 
July i, 1074. 

Mr O'llAitA WliP.n we be^an the {rimrrtntocd stuflcnt loan program 
iit*Novninl)or iofio. we decided that families with adjusted gross in- 
cojnes of $W.000 or imdev should .be entitled^ without further investi- 

■ <'tttion. to i'ntcrest beucfits. ' , r -kt u 

t The Coiisiuner Price Index has riseji •l.'i.t) pei-cent from ^ovember 
until. DecemlJeV/l!)-:}. and it. cpntinues to rise. I must recoc- 
aizc, in spite, of White* House .as8\nances to the contrary, that, the 
avera-'c citizen s income has not kel'.t pace with nidation, hven if ;we 
were l"o ftssninp, it had, we could increase the ceiling on subsidy cligi- 
bilitv to ^21,840 and not have gained aii inch-on the rate of price 
increase. So, to ii^isi' that ceiling to $2().()00 still leaves the mi.ddle- 

. income citizen, a little less well od" than he was when -^ve farst created 
the guaranteed loan l?rognun. ' ^ ^ i 

H R I'M^ will not .sobe all the probleins of the guarantee loan 
pr6grani, but 1 Iwlieve it will go a long way to\vard meeting one of 
those problems.- .\nd I for one do not think we have the time, and 
more significantly I don't think the mfddle-incomJ; families of this 

• eonntrv have either the time or the money to wait patiently while 
we try" /o develop a perfect solution to their probleiiis. 
The ^cjiiite siibcoinniittee has approved an aniendbent to the law, 

■/■?/• • .1 ' ' - 



which would move in the same direction as H.R. 12523, though not 
as laj^ I have an open mind on that amendment too, and I trust 
that the record of this hearing may be 'completed soon enough to 
shed some ligHt and. to guide this Hoiise in its reaction to that 
amejptdyncnt. • 
• The chair wilLbe willing, at this time, to yield to the gentleman" 
from Oregon or to the gentleman from Illinois iHhey wish to make 
a statemej^t. 

J^i' pELLKNBifCK.J^fr. Chairman, may I just say briefly tHat I 
thiflk this issue is extremely important. This whole matter of what 
we. are gettmg mto here is sufficiently important that I agree very 
eagefly to theneiiairman's sug^estibn. ' 




and- bemg sure "that m these hfeafihgs we look at the broad sweep 
of the picture and not just at the one aspect^jof the biH; that is, to 
spendvmore, , . ^5 ' ^' \ 

I believe it is'th.e intention, of the chairman to look at the broad 
sw^ep of ^hat .we do in this field, I think we ^are doing kind of 
oversight work in the subcommittee and the full committee, 
rru ^V^.^^- gentleman will yield to me for just a mom^t. • 

Ihe chair is well aware, as the gentleman from Otegon and I have 
discussed previously at some length, it ig our intention to do a 
thorough review of the student assistance programs this" year, 
^ However, the chair has been prompted Jfito moving rather quickly 
on one ^pect of it first because of his awareness of what is going on 
in tbe Senate, Vnd the fact that we will very likely soon be con- 
fronted with th^bill that contains a provision affecting iruaranteed 
student loans. * . ^ \ . ^ ^ 

It may be that if we are going to have any input on ."he thing at 
all we have to be prepared to react 'quite soon. That, of course, is 
the reason why we started-off this way. The chair would be happy . 
to yield to the gentleman from Illinois. ' 
Mr. Erlenborn. Thank vou, Mr. Chairman. 

I want to. make first^ the observation' ^hat unfortunately, I will 
have to leave this hearing soon. At 9:30 I have another subcommittee 
meeting to consider reporting a bill of which I am the principal 
sponsor and I-feel rather impelled to be there. . • ^ r 

I would like to also observe that the guaranteed student loan 

Erogram,. among the several student financial aid programs, has 
2en of particular interest to me and, I think, to other Members of 
Longre^ m Areas as mine where the average income is relatively 
I high. We have many middl44hcome families and not much in the 
way of low income, which is served primarily by the other programs. 

1 would also like to make the observation tlWt mayl)e the chairman 
could enlighten me as to the procedure. My \inderstanding is that 
the first we on my side of the aisle knew of the infnoduction of this 
biJMyas Friday of last week when the Congress '\vas not in session. 
\u ODvioiis when one looks at the bill that it is sponsored only 
\by Democrats nnd primarily the Democratic members of the sub- 
committee. That might carry some significance. I think that for the 

m. ■ ' • 
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record it might .be weH to Imve St explained how this circumstance 
• *^Wor mv mvri pah If \ might just conclude and I will be happ/to - 

fhp intPrest subsidv loaii, I .was opposed to the change. 
'1 faS t^ ke?p the $15,000. /glire S^at rtfjr's^rl'of I 
would therefore be ouite ready to see «g g« ^ack to that ^rt of^^^ 
chance But' having been notified only at the last minute tnapj^is 
bm fasTfbe introduced, and not really 'i^r^, ^ «P„PJ^^^^^^^^ 
e^en see the bill and give it any\^nsideration, I was not preparea 
to co-sponsor the bill. • - ^ ■ • a 

Mr. OUara. Tlie chair would be happy to respond. 
The chair regrets that it seems to him more necessary to move ^uth 
haSftlnn hi fc to use. That was necessa'ry in this particular case 
f of 'vVnts on'the other side of ^ Capitol The cha.^^^^^^^^ 
hill drafted and was ready to go on Thursday morning. He had sub 
elm SWaff check the Democratic, members and tfie members of 
mboritv staff check the Republican members to see at that time if 
Se e were any wlio were desirous of co-sponsoring the lection 

tL bTltfhen was -introduced on Mon(fay, yesterday It that time 
we cot positive responses from some members and not from others. 
I certaihly wish.to make the record clear that the fact that a par- 
ticS -member is not a co-sponsor of the bill-It was only members 
of th sXmmittee we chJcked to begin ^vith-do<J>'t m^^^^^ 
thine with' respect to his position/ As the gentleman from Illmois 
p3ed out, as one who is ^posed t6 the change "^t was made he 
Ivould certainly Ik; among those who would be Foremost in the effort 
to move back to the area in winch we were. ,1 u 

But it came upon him all of a sudden and there wasn t a chance 
to consider.it and I am sorry for that. I wiUited to ge these hear- 
ings going this week so we could get some re6ord on which we tould 

'%?llS^olVfZ.i. the chaiman. for. that e^planatio^ I 
think the chairman can understand why it is '"U'ortant to have that 
evnhnation in the record because conclusions cpuld be dra^vn, and 
;SSy hiv^e been drawn, from the fact that this b. -as introduced 
with thi sponsorship of the Democratic members of the subcommittee 
and no Republican members. . , ,,, * „.v,« 

I thank the chairman for explaining for the record how that came 

"^mJ' D'Haiia Thank yo\i very much, I am sure the subcommittee will 
1)0 able to work out something that will meet with the satisfaction of 
the mi-mbe-s on both sides of the aisle. ' ;„„„;V„ 

The chair is pleased to note the presence of the ranking minority 
member of the full committee, the gentleman from Minnesota. Mr., 
Quie. The chair would be willing to yield to the gentleman for a 
statement if wishes, 91-, if he wishes, to save his hre. • 

Mr. QuiB. I thank the gentleman.! will save my fire for later. 1 
just whisper'^d to John f:rlenborn I will be glad to be known as m 

"^Sr'^O'HAUA.^Vlim sure if we had a bill that everybody is for 
there would be some reason to be suspicious. Maybe we will all be 
opposition before we get through. 

9„ 2 Id 
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Afr. QuiE. I hope so. 
. Mr. OIIaiu Our liisl witness 'ill bo ^^r. Donald Pavton, who 
IS known to all nionihcivS of the subcoanniltcc. who is prbsident of 
.tlie iiutional council of hi<r|iei- educatioa loan programs 

Mr. Payton is uccojupaniod hy Carol A^'cmicrdahl, who is adniin- 
istrutivc director of educational loans in tlio Illinois LnuirAiiteed loan 
I)rograin. * jf 

STATEMENT OF DONALD PAYTON, PKESIDENT, NATIONAL COUN- 
CIL OF HIGHER EDUCATION LOAN PROGKAMS, ACCOMPANIED 
BY CAROL WENNERDAHL, ADMINISTRATIVE' DIRECTOR, EDU- 
CATIONALLOANS, ILLINOIS GUARANTEED LOAN PROGRAM AND 
- JAY EVANS, PENNSYLVANIA HIGHER EDUCATION ASSISTANCE 
AUTHORITY - ' 

'^rL^^PAYT2N\ Thank morning, .Mr. ChainiLaii.' 

I would like to uitrotlucc other State representatives: Mr. Jay 
Kvans. president-elect of P(,nnsylvania. Stan Broadway from Js^ortlr 
(arolina, Mary Atkmson from Georgia, Vincent Ma iocco froni-fton- 
nect.cut, S^tm, Johnson from Pennsylvania, Hel.ga Ilolst and Joe 
Cos^rojp from Massachu.setts. and .Sue -Feeney from the State of 
\Vaslunglon. 

Witii your permission, .Mr. Chainyan. I would like to read into 
the record a prepared statement on behalf of the national council. 
Air. u llAiu. \\ e would enjoy hearing it. 

Mr. Payton. It is an hono'r for (he, National Council of Ilio-hcr 
Mncat.on I>oan Programs to again appear before the House Special 
p")!^?anr "'" ^" '''^^"^•'5 S'laVanteed student loan 

A{tiiough fllei^e*^Af^e many pi-oblems of varying degreed of im- 
.prtance troubling the program at this lime, the single niost critical 
issue .acM.g ns is the inability of many students to, obtain the loans 
they seek to complete their education. - . 

Mr. Chairman, the fact that yon have iin ited us here at this t-.rlv 
|Jj^J^I^'^^|iionst rates very well that urn share our concern about this 

i JVfr. Chairman the conneil aj)peared before von' last July duriiiir 
(he critical part of this program and .shortly' before yon' recessed 
during the month of August. It has been typical -in (h,> past that, 
when called to testify, the comicil would ha.sten to meet on the day 
or night before the scheduled testimony to collect its thou-dit^* and 
hen pi-epare written and oral testimony (hv (he occasion (o follow 
.the ensuing day. 

Uift fall, following tlu| congressional recess, it .v('as our hope and ' 
Miitic.pation that fn-ther|rongressional hearings on issues confr.mt- 
ing Ihe.studeni loan program would be hold i:t thai' time ^ 

.Vccordingly. m an I'ihn-t to avoid 'jusl such a last-minute meeting, 
and to 1,0 propaivcl when receiving yoiirjoall, am^ciii an etlbrt to Ixs 
0! greater assistance to yon and your stall' mciiihors. as well as othci-« 
l.n^ prosidenl of the oo.incil, conioned the council for extensive dis-' 
cassions here in W a.«liingtoii last September 
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As- a result of lliosc diwussions 'our council dcv(?Ioped an issue 
natr Iiio ir .H.inutes of tl.ose u.ootings wc adopted positions rela- 
STto many issues, large and small, winch ,were at .ssue, nx our 

1.-0. boon furnished to each of you 
IS?c page 377 (appendix C) for issue papc>r of the National Counc .1 
of iiigher Education Loan Programs. 1 „ , , \, „_„;,, 
Mr. PAT-rox. The.tiine passes fast and we find " 
miSt tend to grow' late at this stage. On January 19, by, letter to 
mSis of die^council, I asked the council to co^ivene ^^^e m Wasli- 
iiisrtoii asraiii this week on Wedne.sday Ixjcause, as f stated v\ that 
otfer Stress has taken no action to amend the student oan law 
ahd there is no c^,rtai.lty that hearings will be held ^ 
gress will take anv action rcsnecting the program, other than to 
e\-tend the expiration date of the speciaj ajlowancc law 
^ I sked our ^5 States to meet here on Wednesday of this >^^k and 
comrpJcpKicd to. suggest ways in which we might nnpel the Con- 
o S at this tTme. The rapid developments of last week and 
the last few days are indeed welcome by us in advance of our meet- 

'"%hrcttiroIrFriday to be heiltJiis morning is good news to us 
rotwithstaiulii.g the fact that n^?ny of us on Friday and over the 
;^.ekei,d were ^ ongagod ^vitll legislative matters, in our own 

^^FSunately, becaii.se lof our meetings last fall we can, today 
respond i^ositiVely to the concept of the proposals before you, an^cl 
those which you h.ivo made J both youi-s and the Senate .s 

Mr Chairman eligibility of students to obtain a subsidized , loan 
to fi i'the t iTir education s the single, central and "lost overridmg 
1«sue Nvliich we hope t4ii§ Congress will resolve favorably for students 
. wSin trnext few week.s, putting all other issues J teX^f" 
but-only teniporarilv. Other i.ssues or coinitervailing a guments should 
1 delay you in, any way in acting promptly upon tjie Central issi^ 
embodied ill your bill, and that i.ssiie is the issue of the needs test 
rnnontlv imnosed upon the prograiiK 

As cxpenenced loan prdgnun a^lministrafoi-s, it is our opinion 
that theElth of this plognun cainiot be re.stored until the lending 
,lr^^^\ly, who participates on a volii—ry basis, is given a pro,- 
gnnn which is free of the red tape ai.u excess paperwork, winch 
ureatlv increastUheir administrative costs. j , „f 

^ if is furthe; our opinion that the iutroduction of ;y>?«ds 
into this nroLM-am bv the education amendments of 19(2 not only 
' cn.aS IcMider-s paperwork and cost«, but it ahso m roduced him 
to iheTiew frustrnticln 'of having to wait ^'l^' ^'T ''"f^T^Ms 
tiict with a student for the needs test result to indicate the students 
eligibility or lack of eligibility for a subsidized loan. 

Seedless to say, this processing delay, frustrated even more the 
thousands of students who applied for loans in July and Aug]ist 
oily to find that their funds, in. many cases, would not be disbursed 
until well after tuition payments were duo. 
' For the.se and other reasons in our last appearance before t is 
subcommittee, we advocated a solirtion which would elnninate.the 
nccessity,of a needs test for a large percentage of our applicants. 
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However, equal with our concorn for tlia lender's administrative 
• , problems is our cbnvictimi that those i)roblems must not be solved 
at the-expense-of adding additional costs on the sTioulders of-student 
. borrowers. I 

19j55, this t)ro|a:ram was legislated as a means of providing the 
middle-income, family a low-c?ost means of spreading their educa- 
tjonal cosl burdens ovec a more rcaspnable period of time. 

At that iime,"the concepfs of interests subsidy^' which was substi- 
tuted to provide loans at low rates, was by' far one of the least ex- 
Densiye of the forms of educational cost belief for middle-income 
families whi^h wereyunder consideration by the Confess. 

We do not agree' with some opinions (hat interest subsidy for 
''Student loaps represents a ^windfall for middle-incom*e families. 

In a recent conversation, oue of our council members likened 
some of the cWims made about middle- income sul^idized loans to 
siome of the claims made in connection wjth certain food ^products. 

There are items on our supermart shelves whidiJiave had nearly 
every natural vitamin milled, bleached, or cooked Sut of it. But the 
manufacturer will return a few synthetic vitamins to the recipe, and 
will mbel^the product as" fortified or "enriched*" 

>For the last few^ears, .we feel ^re have been watching millions 
of dollars being "nulled" from the pockets of our country^s middle- 
income families as they are being forced to bear more and more of , 
the costs of bur country's educational programs., * , * . 

Then, when a fraction of those dollars is used as- a subsidy to 
permit those families to finance, at a low rate, the often baokbreak- 
ing educational costs, tliere are those who seek to label those families 
"enriched." 

that r^^^'™^^' ^'^^ ™^^^^ our organization ovigorously reject 

In our appearance before* this .subcommittee last July 26, we 
advocated that the'^nefits of the former Ja\f be reinstated to the 
disenfranchised middle-income farnilics*w4io were suddenly denied 
eligibility for interest benefits under the educational benefits of 
1972, which often resulted in their inability to secure any loan funds 
at all. ' ^ ^uimo 

However, in adv(^ating the "15/15 Proposal" before thiS sub- • 
.committee last July, wo also took note in oui- testimony* that 
the purchasing power of $1 had been eroded, as you stated this 
morning it is a figure even higher than our remarks. 

This means that purchasing poWer of $15,000 in 1965 would be 
equal to the purchasing power of approximately $21,500 or greater 
at this time. When our coiiiieil members have deliberated this issue 
III the past, at no time did 1 sense thai it was the will of the council 
that either the $1,500 loan figure or the $15,000 adjusted ttmilv in- 
come component of the "15/15 Proposal" be considered the aH<?oliite 
maximirnn figures that might be'd<^sirable. 

It woiifd be more correct to say that those amounts represented 
thp minimum standards for interest siil)sidy eligibility which the 
council member^* felt. should be restored to the program. 
/ AlthcTiigh we will not convene a meeting of the full council until 
later this week, I^cel comfortable in saying that few,' if any, mem- 

Ziij 
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^bers would object to a fair and defensible increase being made in 
one or both of those amounts. .„ , , . ^ 

Mr. Chairman, we arc aware you will be hearing from other 
parties in the next few days. While we are advocating a relaxation 
of the interest subsidy eligibility criteria, we are iiware that others 
will probably contend that notwithstanding its merits and needs, 
such a measure would be extraordinarily expensive. 

Within the last couple of years, there have been projections made 
of interest subsidy expenditures which were calculated perhaps m 
' such a way a3 to strike fear into the hearts of legislators. ^ 

Your rekindled interest in this matter at this time, Mr. ^"air- 
man, is undoubtedly going to wear out more lead pencils and adding 
machines in this regard. « , . , .v - *r 

However, as the projections are- offered to you alon^ this line it 
is our hope that you will study the assumptions on which the pro- 
^ iections are made. We ^ould suggest you look closely at the pro- 
jected average loan, the average time outstanding, the averapp 
number of times the student is expected to borrq^/^and the antici- 
pated detnand for new first-time loans. ; It/ , 

We think, Mr. Qhairman, it would be well to/^ sdme 
curiosity as to how each was determined and we would strongly, 
urge that wo all i^gree on the comi)onents before any calculation is 
undertaken and before any projection is accepted. 

We program administrators have been through two successive 
incredibly frustrating summers. We look fonvard to a third such 
summer with absolute dread. We have proposed what we believe to 
be a minimal remedy, but there are others who might have you 
believe that the summer of 1974 will somehow bo different than 
the summer of 1973 without any legislation. * 

There are those who will point out to you m your subseauent 
'hearings that an- increase in the percentage of nonsiibsidized loans 
as evidence that lenders are changing their attitudes. 

We have also heard it said that there arc administrative remedies 
which can bo taken to stroaniline and simplify the program for 
lenders. ^ 

We find no basis for those claims. It is true that a higher per- ■ 
centage of our current loan volume is nonsiibsidized, but it must be 
remembered that it is a higher percentage of a much lower voliune. 

The increase in raw numbers of nonsiibsidized loans being made, is 
not as impressive, and it becomes even less impressive when it is 
realized that one-half or more of those loans were made to repeat 
borrowers, in other words, renewal loans, a group of students to 
whom lenders feel a sti-ong moral commitment. 

The claims of .possible administrative remedies for lenders prob- 
lems truly puzzle us. Frankly, as a bcuy of experienced adminis- 
trators in tlVis program, we would like to know what we have 
missed as we liave .studied the law and regulations. 

We have alreacl}^ pioneered a single, consolidated application form 
within some of our states. If there is some relief, availaole within the 
current law that we have failed to alrcs^dy give our lenders, or 
students, we would like to know what it is. 

Is there .a way to determine '^instant eligibility'' this .summer so 
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that wc donl hayc the ipg jam of pawrw-orft awaiting liccds test 
results, further ali^jimting-Avon more k^jKlers? 

Is therc^soifte \\ny u-o can assure our lenders of a \\i\y to immedi- 
ately make a $2,6(K) Joair connuitniont to a* student without* having 
to worVy about Jeamiing 8 Mwks hiter that only $L86() or less of it 
can l>e subsidized ? \^ '• • 

Is tliei-e\s<;me way^wc ean erase the public; gelations problems 
facin;; our Iciulej^ as they try to cdnvince their applicants and par- 
'ouh that they caiuiot make any certain conunitments'uwtil other 
sets of forms arc completed ant^ i^»nt away for iv'few weeks to be 
proccss.ed? • , . ^. ' 

Is there soiue way .we can shield our lendei's**from the irritating 
pi\»ssures fro;n students and parents who seek loans in July and 
August and face an application process which often will-delay the 
rcceii)t of funds until well. past the tune tuition is due? 

Is there some legal nu»ans by which. to reduce the work and costs 
^of collecting interest oh i)onsubsi(Ui?ed loans Avhilc the student is 
in, school? If such a nu»ans exists, its attnurtiveness will have to 
surpass that of tlu> one current option availal)lc to {\ lender which 
is to carry' the interest as a "receivable" witlfout any earnings 
thercon, until the loa ' outers the^*epavniejit period. ' 

It is diflicult to l)elieve, with 'the dec^ides of experience in student 
loahs-j:e|)rcsentcd by the comicil mcmbci-s and others that -an cfFec- 
tive" admiTristrative solution would l>e' oV(M*looked. thei-e also has 
been fear expressed Miat often sul)sidi/,ed loans to middle-income 
families would sulncct the program 'to abuse with loan funds pur- 
cJiasing evci'ything but an 'education. 

Wc think thosa feai-s aie unjustified. We don't deny that an 
occasional program al)usc exists, because it will occur inevitablv 
when millions of toaiis are made in any l)nsiness. / 

What ^yc take excQption to is tlie^supposition that abuse is most 
rampant in the middle-income categoiy. Our loans are not so largo 
that a borrower can often purchase a cm- and an education with 
one of tliese loans. The ainise prol)lcms,ai'e most often with tlioso 
l)orrowers who purchase n car instead of an education. 

Oiir problems -are with' those students who never had any inten- 
tion of remaining in school one minute after ol)tainhig the loan. 
In almost all cases, this premeditated dropout is not the iniddle- 
iiiconie student from the suburbs whose family has been planning 
his college education for years. ' * 

The woi-st and most 'freciueiit abuses of the program still are 
committed by students who qualify easilv under the nexuls test. We 
)rograui aduiiuistratofs aiv secretly lietting that the student who 
)onglit the red Corvette with a studejit loan a couple of yciii-s ago, 
and who thus may have iunnotvnfly changed the coiii-se of historv 
of this pVogram. has iv enrolled in school this year and has qnalifieJl 
for another subsidixed loan. Only this tinu». he'is shopping for some- 
thing that gets a litMe l)etter gas mileage. 

Hy no means are w<- inseusitiv;e to the abuse problem. It is only- 
thai- who most closely to this problem, feel that the iieecls ^ 
tost missed its mark and penalimi an income group larg(»lv innocent 
of the cruuc o^ which they have been accused. 
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^Tft trv to eliminate tho siniill pcMvciitiigc of iiiidd c-.ncome abuse 
fKa%&Sist bv l^titutiiig a practice which excludes the innocent 
as^viras S % little to us like swatting a .nosqm « 

'4ri sidgelfim^;-.^^^ if that was inte.ided, does not justify 

" We'Ce often been asked, by son.e who would ^vant juter^t 
^nbsidv elicibilitv severely limited, if th«re is some nutans by which 
??gSive Suge ?ouId niake .lousubsidized loans more attractive 

'"irthe question "sked is whether or not """subsidized lonnc can Be 
made more attractive than they are now, the answer is «yes If the 
ques iJasked is, whether or fiot nonsubs.d.zed 10=;",^";".^;^^^, 
as attnictive as the current subsidized loans, our opmioa is 11,0, at 

nVrw? ~^sj:f S g-t sentiment among policymakers 
on the Hil favoring an alternative which ^vo«ld. simultaneously 
mnovc Se Interest subsidy cii the one hand and 'ncr^e the rate 
the borrower will pay on the other hand, and we do not faNor 

ci-easing the intei4t the student borrower must pay on the loan. 

The truth is that T.onsubsidized loans cannot be made as attractive 
a - mS i til they are as administratively simple and mexpens.ve 
as subsidized loans. .Some of these approaches were discussed in our 

'"^fe^Tild eliminate the costs of billing' and collecf.ng interest ^ 
durin- the "in school" period by deferring coUeciiou the -re- 

• payment period. However, then tlio lender would l>a^^ the costs 
Lr«iated with fhe lo^s of that m«y s use for several yeai^. 

Rven if the interest were compounded, the eariiii;^ would be 
far\ss than what the lender CQuld earn in alteVnatiye invtstments. 
Tho£ le de objections could be overcome by establishing a. means 
bv"??iidrtlie Federal (iovernment could pay the interest ^lurmg the 
"in school" period and recover it later during the repay.-r.cnt penocl. 
' However, not only does this add a new administrative wrinkle 
fo the lenders, he Jould-also face the collection, of a studen ba^^^ . 
portfolio whose niontlily payments would be sigiufitantly higher 
than those on subsidized loans. ^r«v.lom« 

To a lender this niiglit signal additional delinquency Problems 
a„,l collection costs. Of -ourse. payments could be reduced -by 
lengthening the repayment period on a nonsi..)SKli/A>d '""' 'f 't --^ 
a inove wmilcl bo s>iici(lal i:; terms of .ender relationships at this 

"'Then a<'ain. the lender could be compensated for his additional ' 
costs 'incurred in col lection of nonsul.sidiml loans by increasing the 
lunount the students pay. Of cour.e. this would fuHher aggiavate 
the delinquency and collection prohiems. ^i,„.,„p 

We have onlv small resei\ati()n about suggesting that a, change 
1- inacU. in OJ interest snhsid;. i)r()vision. Our concern "nnlrl be 
that the Members of the ('ongres.s migiit feel they .have solved a 
the problems of t'.e program, and we fear tliat it might be difiicult 
to a.'ai.-. g:-.in attention for the other problems which we do feel 
cc::kT A-ach serious nuignitndo in the near future. 

.V change in the interest heiielits i)iovision will not even sohe the 
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problem of loan availability overnight. We have 18 months of nega- 
tive public relations to overcome. We have lender confidence 'that 
has got to be rebuilt and in some cases built from ground level, 

A change in the offen'ding interest benefits provision will only 
remove the shrapnel from the body; it will take some time and some 
additional medication to heal the wounds left 

The national council feels that the Congress must address other 
problems in the next few months. You can expect requests from 
our organization that you consider the problem of unfair, and 
unequal Federal iftvestments in this program, which provide a 
large disincentive for .active and effective State participation and 
investment in guaranteed student loans, 

TiiP-c is the problem of default prevention which must be dis- 
cussed. Our organization is gfaiely concerned over the role of 
institutional lenders in this prograjiju and their contributions to the 
default rate- • • • . 

And. as you are aware, Mr, Chairman, of immediate (concern to 
us IS the {)ossibility that the newly available source of funding for 
educational lenders through Sallie Mae may unintentionally, but 
severely, aggravate this problem. 

Some persons might claim to be tro>ihlpd about your entertaining 
legislation which stops short of total progranl refonn. We see no 
special dangers in dealing with the interest subsidy eligibility 
question now, separately and immediately, with the understanding 
that there will be later improvements legislated in other aspects of 
the program. 

On the contrarj-, we can see maftiy dangers fn following the 
iirg^ngs of those who would have ycfii wait 1 more year, the impli- 
cation being that another siunmer's experience could bring about 
some sudden harmony and now insights mto solutions for all of the 
program s problems. 

We would predict now that Febniarj- 1974 would find the various 
parties to this particular problem no closer together, and^the pro- 
gram would only grow- weaker in the meantime. 

We even see no dangers in altering the limits involved once the 
intero^* subsidy entitlement concept is restored to the program We 
need not wed ourselves at this time to ai\v' adjusted family income 
amount expected to be valid for years to come. \ 

That amount could be redeterinined again in 1975. In fact, it 
could lx» escalated aniiunlly with minimal disruption to the pro- 
gram, if M,f»t \To;;Id l>e the will of the Congress. Few if anv, lend- _ 
ers, schfK)ls, or students would show anything but a positive reac- 
tion to a now, higher iidjlisted familv income maximum, as long 
as the basic concept of eligibility aiuf simplicitv was ndtUjianmid 
once more, - ^ ^ 

We see no danger in a second legislative package within the 
nc.^ft few months which would further impmve this program as' 
long as It would not ronipletelv change again the interest benefita 
provisions. ^ * 

We know that surgery repre.sents v. shock to a body's system. But 
major surgery, regardless of how uecessarv. could he fatal to^a 
weakened declining patient. Major legislation involving total pro- 
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eram reform, regardless of liow necessary, runs tl.e ^i^k of totally 
Kiting ^vhat^s left of the co.nmerc.a]. lender support of this 

^''lITsamc iilrue \f thel^^S-Tm action or delay for another -year. • 
What ?e .m St do now is return this program at this time to he 
workab e S familiar interest benefits entitlement concept which 
vas 2^ Nvel known and so well accepted in past yeai^ 

ThTs wi give us an opportunity, withm the months ahead, to 
prSS back^o yea, Mr/fchainnan ^--i^t^,, A^^J,! P^e 
tient an improved program, one which wou d, healtliy again, oe 
Sable ofSuringaii responding to any subsequent surgery that 

'"tt^ie^t^ ^f"^^ have lived closer to this progtani, 
for a lonLr period of time, th... pcrliaps any other group of 
fndi Ad ua s O u- advise comes to you from decades of collective 
"xpeiienS in o^^^ the performances and attitudes of lender^, 
SE s, SkI students in actual day-to-day confrontatio.is with their 
rolS^ iii this program. Our position has not been hastily conceived 
hv an standards of ineasui*cmcnt. . ^ - 

^.frsta ed we deliberated months ago on this issue In the spnng 
of 197-2 our members Were warning that the introduction of tl e 
needs test, at that time, would bring administrative chaos to t...s 

^'luTh^'fall of 1972, and again in the summer of 1973, pur appeals 
for corrective legislation were nuiflied by the louder cries of those 
claimed tha^ tlie existing problems could be solved by admm- 

''Oui'^o'tion is today and has been for 2.years, that the current 
statute regarding interest subsidy eligibility is unworkable VVe, as a 
com" I once aLmin implore this committee to advocate legis ati ve 
X" jhSi ^^^ll restore to our program the concent o interest sub- 
si'H- entitled on the basis of adjust family income level. .... 

iu do ng so, the lendei-s will have hope o a program wlnuj. .s 
aL'iin adnnnis ratively streamlined, the schools w^ll again have hope 
Sfrmo" am whicli is free of the mountains of needs analysis 
^vihia ons each August and September, we, as m.arantors, will have 
hoS of enjoying one sane summer, and the m ddle- income families 

rVnuM c wilfhuve restored to them the ^° 
" « lal Concern for their plight, which was so .clearlv embodied in the 
original purpose of the program, still live. >vitDin this subcommittee, 
anu within the halls of C'ongies.s. . 
In addition. Mr. Chairman and in closiii'', 1 wmi kl ke to poini 
' we feel that it is imperative that ti^e ^I-"^ ,f —ss^^^ 
scheduled to e.xi)ire this June be now extended by ti e ^o"K'CSS at 
ear date sc that our lenders can rest assured that this progi-am 
wlli remain sensitive to the erratic month-to^month and year-to-year 
rrvulcot conditions in the economy. . 

A% (I , a, n the invitation to appear befoie your B"»>conum t- 
tee M (' airiuan. We. and the individual members representing the 
S Ute tl a a e here with me today, will be happy to attempt to 
ii^lSwcr any questions that inembei^ of the subeomnnttee may have. 
Tliank you. .*: 
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M , 0 Haka. Ilmnk you .very much, Uv. Payfon. 

lliecliainnan would like fo ncknowlp-Ure tho. mvscncv of Mr (Uv 

.xgr s com.ng to the eon.mitf^c of Sharnlv red, c i fol vo umi^ 
which was susppcted was a result of tlic euui-e in tlie 1972 ame ml 
ments and you will .-ecall that we sent out our s aff to various ro"- 

t' clegroe-to the I9V2 anu:rKSnent.f 

At that time you wer6 suggesting tlie so-called "15-15 pronosal" 

reeoss. And it wns our determination that it wou d li m Ssstwf to 
make s„.n a change. It needed unanimous consent afseS sti^cs 
Obtain.' ^''^f^'"'-^"^' were not going ,0 be a?K 

Then the question was, if we louidrrt get it throudi before the 
August reces. what then should we do. Should we s ar 1 0 S d ' 

w les.,: Hf M. »«;-,s"f?frosted, or some similar Sg?/ 

win lespeet to the needs aiialysjs test? 

I hat vvas pretty general at that time, tliat if we starti'd down that 
road and then recessed fo,- the month of August and ca ne 1,^1: th: 
week after i.abor Day, what we would have suca^eclecl i do ?,' wJs 

wisi!! So?r^-'""^^ 1' .^-'-'-'f-'^l studen^ loa;,s for'those 

wishing to obtain suel, lo„ns for the sen,(Lster beginning in September 
AVe won d have created a degree of uncertninU abliit th7 ro™,* 
hat would have just killed whatever il.tel(^st lendeVs hu eft 
•sing tins nrognnn. And so, wo said, under the ci re imstances as 
ch as some of us feel (hat the change is terribly nocessaJ?! wJ 
I d beHer njake it clear ti,at we are not eoi,teir„.latr...g a-.ySnedi- 
t-^ iT;/?- i'lf'r'' ^^"rr-- other "road of gJt g Me 
(]?.V"l'u";r * ^''1'",'"' Oflicc and othcT^ to agree 

fliat l)o(h the banks a^,(l (he stiident loan oflicers had (lexibilitv h, 

ing tlie law. at least loosen things u]) a little bit. ^ 
\e thought that vvas better than the kind of cessation that would 
have occunec If we had -arted down the legislative process and lef 
It. uiidoiie while we went ot\ 01, ree(!.ss. 

So, we decided to do nothing in terms of legislation at that tih.e 
for fear of disturbing the activities tiiat -.vere going on, but ot v b 
any notion that we ifked the way the progra„r was ope.Si,,;;;^ 
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Now we have gotten by all of that. Whatever loans are going to be 
tnadc to students for the fall semester, indeed, whatever loans are 
.roin.r to be made for students for the spring semester have now been 
mftdc. The processing is largely out of 4iie way and we ai>e not going 
to throw consternation into the lending conununity if we now con- 
sidcr a sensible change in Uie law tlml would have, an nnmediate 
o-ffwt because this time is not one of our iHJjik times. 

And so I thought it would make sense, especially in igbt of what ^ 
is coiuL' on in the Senate, to consider such a change. I had hoped to 
take this up as part of the general overall review, but it never was 
my intention that any action on this particular aspect of it would 
have to wait overall action. ' , . , i 

I thought of having -you m here to testify about iV uumber of dif- 
ferent things, this being one of them. Now events hav« ««rt of forced 
niv hand, but we have- to recognize the differences between what we 
ai-e dealing with here and the kind of legislative ovei-sight that we 
hope To .undertake very shortly of the entire student nssistance pro- 
LMtini, looking toward a possible rearrangement of the student assist- 
ance package for the school year beginning in September 197.), not 

'"inXcTwc just finished appronng the BOG regulations for the 
school year hegmiiing September 1974. We don't anticipate that this 
coneral legrs^lfttive ovei-sight review restructure of the student assi.st- 
aucei,progrnm is going to be a complete restructuring for the school 
year bejrinnin^' Scptemhcr 1974. 

I thii7k the school year l)eginiiiiig September 1974, with some cx- 
cenitoiis, is pretty «eil on the track now and there is no sensible way 
of maklhii any sizable rearrangement of that program this sprmg. 

Hut 1 think we are looking toward a rearrangement for the sub- 
sequent years in. our generalove^^ight with, I say again, some pos- 
silJlc excetrtions. You would iiave to, in effect, put things in t^^o 
catogorie.s: those things that could be done effective immediately that 
would make sense, and tiiose things that cou.u, not be. 

Hut for most of it I don't seo, as you point out m your testiniony, 
niivoiie who would he frightened if we now said you don t need the 
- Mfc'ls analysis -tinyinore. if the adjii.sted gross income is less than 
^mmo or "$15:000. or $.W.QOO. I don"t think that is going t^o excite 
n),v..ii.' and cause them to throw up their hands and say, 1 cant 
hear tlie.sc changes"'. Even bankers arc used to living 111 a changing 
world ftiid they are not all that easily frightened. 

So. I think "we can consider these things. 

And yoiw group is meet iiig tomorrow? -iv^ „.;n 

Ml- rAVKiN. Ye.s, the entire group is meeting tomorrow. VVe ^mII 
be discus-iing (.titer issues, .some of which we referred to. 

Mr. ()-ll.MfA. i appreciated your statement that you didn t fedt he 
consensus oiiho group, when you propo.sed the 1.5-15 was that l.)-l.) 
should he a iijaxiniiiifi but that 15-15 .should he a minumim. ' 

If you could fiet soi.ip formal statement to that eiTeci, pti.,,ips a 
formal reaction on 20-->(\ .'hat nitlzht he helpful. 

Mr. PavtoN. We will discuss it. 

Mr. 0"UAitA. 1 don't know liow your procedures work. It may or 
may not be possible. 
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_ Mr. Paiton. I am sure it would be a subject for disc-jssion in our 
^^^!!f J "H'^Jt^'l^^^^y- as stated in tlie testimony, 

°" officmlly as supporting tlie 15-15 concept witli 

tuat not bemg a maxnnum as such. — ~ , 

It is a concept of restoring tlie program to wliat it was before, and 
. wliicli we thought tliere was a basis for stating in tlie minutes of fhe 
joint council s committee report dealing with the 1972 amendments. 

Mr. UHara. I thank you fbr your testimony. We may have to 
;tfo^?^o'^ Ti""*^ ^ ''^"'^ the usual 45 mmutes the 

chJii^ himself first and let the other members hzve a 

As soon, as they, approach a quorum in the full committee meetinc 
• n eomg to have to adjourn this hearing. 

Mr. DelJpnback. , ^ 

Mr. Dellenisack. Thank /an very much, Mr.' Chairman. 

We ars grateful for your coming back again. As I said in the 
opening statement, tliere is no question about your expertise Your 
sfjL' ' ^""^ "^'^ considerable, and we apprecE you? iil- 

£ make one opisning statement in view of the meeting that is com- 
ing up I hope fliat you will, at the meeting, be discussing other fea- 
tures that you think ought to be amended as you get together. 

I think you havd indicated that you intend to dtf that and not just 
this one aiiestion because, as your testimony pointed out, there are 
other fe^thro^ of this issue. Wliether or not they all oight to be 
msolubly wedded together so you make just one cliaiige, or whether 
>ou make it in a seriCs of moves, thosp. are the possible chaiiges of 
major importance. * 

I don't know if you agree, but I hope you will come from this 
lueeting with other suggestions for us concerning the type of change 
that ought to be made in the presently existing program 

Just /so thrit we may get some idea, do I recall correctly that this 
national covnci! repicseiits about 25 of the States ? 

Mr. rAYTON. Yes, sir. 

^ri^LS^Z'''^^ T^^«"ty:fi^« that are involved in this, and there 
are ajjother 25 that are not involved. ^ 
Mr. Payton. Basically. 

Mr. Dellenback. When we were dealing with it last year, wo were 
into a situation where some of your States really felt, for a variety 
of rP««ons, we shouldn't go ahead at that particular time. 

f ""^ si)cakiiig of last July? Yes, there were a 

few Sfatcs at. tl,at particular date and time. 

.Ml-. Deixrnback. For the time reasons that the chairman alludes 
to, because we found ourselves in a very difficult time situation and 
' par^'lcK moSie^tl^ somewhat on wliether to move ahead at that 

Mr. Payton. At that point, merely because it was the last of Julv 
tlie hrst of August. February 4 or 5 is a good date, however. 

Mr Dku,k.vback. Actually, the history of this would indicate that 
ns to tiniiiig, we arc not really quite at the low ebb yet in the guaran- 
tee situation. Sopie of the figures for fiscal 1972 would indicate that 
III numbers of applicants we hit our high in about August- 
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tlien it drops steadily through October, November, and December , 
and surges up a little bit in late December and Januarj% then drops 
in February, drops. further in Mai-ch, drops further- in April,..ind 

then bjick-up again in May. / j -r^ x 

This is the general history 4f thc^thmg. So, in February we aie 
still on the falling part of the curve. I am thniking in tenus of the 
time wo .should move. While I rccogni/.e you can't change one min- 
ute and immediately have it effoctivc-theie >? a time hvg-we will 
hit the low point in the curve probably in Apnl-May. Iheii it starts 
back up in k&y and June and rises in July. It peaks in August and 
September and then goes from there. Ls this roughly the time? 

Mr. Paitov. That is correct. I would like to state it diirei-entl\. \Vc 
bocan the acceleration of pro(k!Ssing for the next school year along 
al^ut ^ray, the jxjriod of April and ilay. Those loans are being proc- 
esised tor Vlic. following school year. , 

Therefore, we need timely action by Congress with a conclusion 
and an effective date of ttm law that will enable us to reprint forms, 
to vegear computer systems, to disseminate information and to have 
the p1oco.ss operational by.April. , « * *i • T 

Mr Dellkxhack. I am just trying to get the flow of things, and 1 
.said there is a time lag involved in this operation. I^ow is really— 
that is, the ne.\t mouth— Uie time best to be moving on it. 

Mr Pavton. The most optimum tune right now us right now, JfeD- 
ruury, March, and April. By then we need to have all of tbe mech^^^^ 
ics, the new fonns, the new computi r systems finished, distributed, 
luectings held and concluded. / . ^ i „„ k„ 

Mv opinion would !» that fuial action on this central issue by 
Con-ress would be desirable within :;0 to 4.^, days. I am not saying 
that^ve can't work if vour iir.r.! action docsir't conic lu May. I^ts not 
delay that if there is' any possible way. the conclusion of this issue 

''*^Mr."'Dmj!xBACK. Do we have, Mr. Payton. any statistics that 
would be helpful to the subcommittee as to the effect on a. cess of the 
needs test? We do have coiupaiahlc figures as to nuinl)ei s of granted 
or approved- applications, both in iiumbei-s of people and in douui-s 

"'llavc^vou been able to coni-.rup with any indications as to accos.s, 
however? Has there been a fadeoff in the iiumk-r ol studcii s who 
would have gone to school -had the loan come through but who can 
sav "Wo did not go because the loan did not come through i 

Mr PwTOX. Congressman Dellenback. 1 am able to icspoiul to 
that pei-soimlly, merely because, as ii nmtter of (•oincidcnce I held a 
londer.s luceting on Wednesday of Inst week witli about 24 of my 
major lenders throughout the State of Georgia representing nil geo- 
graphical .".leas and I put to them a number of iiiiestiotis and one 

was this nucstion. , , • i i.- 

I stated to them that we have been nsk.nl time and tiiue again, 
'•('•in von idei'f'fv students who are not in college this year because 
of tiie needs test and their inability to obtain a guaiaiitced loan 
- And I stated to them. "You'aie the ones that know f!ie stndcnts 
and the parents. You deal with them. So I ask you this (,iu;stion Do 
voii-know students in your home community that arc not in college 
this vear because of an iimbility to obtain an educiitjor.ra loan. 
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Almost iinifonnily rtlinost all of flioso 24Jea(lors rospondod in tlio 
afTirmative. They stated that thoy knew bo v? and <r\vU in their home 
towns that were not m collc^ro that \vonkl have been in colle«^e under 
. the prior system of processing loans. . 

'Stv. Dellexback. In other words, there were real needs that Avere 
Tiiunet. 

' ^P/.I^-^'*7^>'';^<'cordinnr to H^^n, very definite needs which thev 
coukl Identify by name ni their h<nm communities. I am fordinate to 
be able to report to you bccan^e I jilstiield this ineetin*' last Wednes- 
(Isiy. ^ 

Mr. DRi.i.Kxn.\CK. Did you p6se\he question with them, Mr. Pav- 
ton, whether they had used the flexibilitv which Avas involved in the 
propam which was aimed at that verv situation? Anvtime there wa« 
renMuH j— and rememl>er that both the lendinrr' institutions and edu- 
catiomil institiiiiiins have flexibilitv in that there is a safety valve in 
tJie law—did the lender facinnr that situation whore he 'said, "In 
spite of these tests there is a real need and there is a special situation 
I fonnula doesn t fif'—still approve a loan? 

Did they use it under those circumstances? 

:Mr. ]>AYT0x. They did in the case of renewal students. In the case 
of students that they had prior moral commitments to. But the 
len( ei-s^in our case, arc not interested in nia!:ii>;r nonsiibsidi'nd loans 
at tlu- 7-pereent rate and the interest collection reatiiros with which 
they would l)e faced. 

3rr. Dellkxback. Were tliey fully aware, Mr. Tayton, that under 
the law there is a provision 

Mr. Paitox, I am talkincr about the overall. They are aware of it> 
perhaps not as much so as they should be, but they are aware of it * 
They do not feel safe in exercising that. .They do not^feel safe in 
doing It. Tl)ey do not want to do it. 

Mr. DKU.KxnACK. Did they say why? This is one of the very thin*^ 
that we worked ior. We had people from the Office of Eaucatimi 
iMjfore thissulH^ommittee, and we had the people who dealt with this 
on .ao calnpllM•^ m tiie student aid offices, and what we ^^ot we 
thmight from the Office of T5diicat ion, was a rather good clarifica-' 
tioii to the lenders. They said if you face this situation von will have 
freedom fmm audit, or your audits will not Ik; of a stringent nature 
to bring yon back under this situation. 

Don't they belie.ve the Office of Education? 
^^*^^^^^*'\^''^'?^'• } suppose the simple answer to vour niie.stioii Mr. 
Dellenlmek IS they simply don't? love this program that well, and 
they don t like the mechanism which vmi have given to them. Thev 
don t hUo the format that you have laid befoi-e them. Th-v don't love 
It well enough to buy that format and mechanism. 

Mr. F)rj.i.Kxn\rK. You lecogni/.e it is a voliintarv program and it 
has to be taken into account all the wav throiigh/Afr. Payton, that 
we imi,st have a method of indueing them to be involved. ' 

•^'?"rJ^^^^^ "^""^^ ^'^"^ testinionv. Jfav I ask 

this? Dp you see any other relationship "between the needs test and" 
what some of us are concerned about in the increasing declarations 
of indepeiMlence by young students as we go down the pike« 

Can I Utss that to one of you ? ^ 
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Ms. Wknnkiidaiil. Wo have noticed from the bogiimuig of the pro- 
ffnuii sonic skepticism on the eollejre financial aid qHu'Cs pnit iii tlio 
students certifiwitiou of iiidepcudoncc, even back in tVc adjiisteci 
family income days \ylieie mother and father lilh^l .out a partial 
needs analysis foriiu if you will, to determine eligibihty for iMuk^ral 
hiterest benelits;it Hiat time. - 

'Adding assets to I hat statement may have aggravated the piohlem 
a little bit further. Our coinplaii^ts had been no gi-eater in my state 
or no less. Tlie fact of the matter is, \ye serve, on the average, a much 
older population than the other programs traditionally liave served, 
and therefore, we^^will have a far higher percentage of iiideudent stu- 
dents as a matter of course. . ^ ^ ^ . ^ .1 i. 

Mr. Dixi^KMiACK. Let. mo ask the (luestion again. Is n not true tliat 
if there is a needs test, it is apt to result in many students who would 
otherwise be trapped l)V the needs test and not eligible for loans l)e- 
caus(i of familv income, declaring tlieinseives independent of tne 
familv and applving on their owli because their own income is lowej-^ 

M\\ Payton. t see the Y\o'u\t you are driving at. Congressman Dcl- 
lenback. I think none of us are quite sure whether the new age of 
majority laws, or tliin^gs of this nature, are going to lead us m the 
area of student hiiaiicial aid at the state level. 

Ill our own programs we still impose the (iiian^ial reqiurenients 
•and pasitlioiis for purposes of grants and scholarship programs, and 
our state operations, on the premise that the state is adnimisteniig 
the program and (li\ iding the grant money and it can prescribe those 



criteria. , . r . i. 

I am smiplv not able to answer where the new age-of-inajority 
laws and efforts to dedarb ones self as independent and the exact 
ramifications it will have on these issues. 

Mr Dkli^kniiack. Sitting here on riie siihcoiiimittee, I v;a;^t to 
bring out all the sides of this for identification and the soundest 
noliev we can generate*. I think this p( "ut to which I now have di- 
rected these last couDle of nuestioiis is extremeiy important to this 
issue. It is an issue that, frankly, if I see the facts correctly, will 
give von strong argnmentatie^n for the point you Ure strivnig to make. 

I would urge yon to take a good hard look at that; not l)ecaus(» I 
am trving to hand yon an answer or irrefutible argument from the 
side von are reallv pushing, but because I really think that is a gen- 
uinefv important a^pect of what tlii? subcommittee ought to be look- 
ing at. . , . ^ - 

I would like as much information on this as we can get from you 
because I think these new age-of-majority laws— the (inestions that 
will he rai.-ed which are beginning to appear on the le/nl hovvAdn 
about cmiblitutional' (inestions, about needs tests per se— are part of 
what this subcommittee ought to be looking at and will have an 
impact on what we do. , * 1 . 

So, I tlirow it out to you to look at and then, at some later time, 

get i)aek to us. ^ 

Mr PAYn)N. It is not an easy subject. 

• Mr. Dkllknuack. it is diflicnlt to come up with hard data on it. 
but a good sweeping generalization is one that Willie Mays could 
have asked for no more in his declining. 
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May I'jisk this othor (piory that comes from some of tlio data from 
the, study of the conunission that has recently leported? Oue of the 
charts^ tabic IV~1, deals in terms of age grouping with income levels 
in the total i)opulation, and then what percentage of tliat age group- 
ing within tliat income level are involved in either collQgiate or non- 
collegiate institutions; and you Ihul this kind of rclafionship: 

In the under $n,000, whereas ^.ii percent of the population is in 
that group; of the 1ft- to 24-year old population in that group only 
4.1 percent are at-teiiding collegiate institutions. 

In the ^,000 to i?G/)00, whereas 14.4 percent of that populfif ion arc 
in that group, only 124 percent are attending collegiate institutions. 

If yojii take the $0,000 to $7,/)00 population, whereas 1(5.7 percent of 
the age group is in that income level, only G.D percent go on to col- 
lege. '\^'lie'n you deal with those low income levels, you really find 
great disparity in tlio percentages of the young people whb are in 
tho.se groups who go on to college. 

As soon as you start moving to $10,000 and above you find it shifts 
the other way. In the $10,000 to $15,000, 25.2 percent of the 18 to 24 
age group are from that income level, 2D.4 percent are in college.' 

When you get to the $15,000 to $25^000 group you get 12.7 percent 
of the age group in that, biit 23.4 percent are in collegiate m^titu- 
tions. 

AVIiat it really says to us, at least to me, if you are talking al)out 
what pei-eentage of young people are really going on to coljegiate 
in.stitutions, the figmes hear out what we refer to as the middle- 
income group haying a very much higher percentage going on to 
collegiate institutions than in the lower. ^ 

If yon really look ?.t it hard, there is much more than dollars in- 
volved in this. There are .a host of othor factors in the picture: 
family involvement, history, and all sorts of things. But it leads to 
this question : 

Granted that we liave limited dollars, and there can only bo so 
many Federal dollai^s that are going to be useable for Federal assist- 
ance, where do the dollai-s for this kind of loan program lit ])ririri^y- 
wise^ compared to BOG, Work-Study, CI ? - 1 ' V 

Would you have any comment that you could inaka on that? If we 
had limitle.^s dollars it would be one thing, but we are consturt^y 
ra<Mng the fnctdthat while we keep fighting to get that ligure up, we 
are al\vays fighting against a ceilmg. 

Wt)uld you have something you could contribute to the record on 
tlie priority of the utilization of Federal dollars iii this particular 
])roirram versus using those dollai*s elsewhere? 

.Mr. PvrroN'. Oongressman Dellenback, I am not smpri.sed at such 
figures. I can't (piote or comment oil' of those. I don't ha\e them l)c»- 
fore lue. 1 \iii\v not digested them. But I think it is * munon knowl- 
edL^e that you have ji higher percentage or proportion of .-students 
from t!.e higher ini\.:..c jfamilies attending college as the in. omc of 
t^"' family increase.^. 

Hut you iwv i\>kn\*^ m(» a fjuestion as to where the priorities .should 
he as between the various Federal Mudent aid ))roirnuns. I think Cori- 
gre.«5S itself has recognized that priority by e^tablisliing the grant typo 
programs and targeting tho.se, which are 100 percent Federal fmul.s, 
to the poorer of the group, the financially poor. 
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I think the State incentive programs encourages States to match 
Federal funds on a 60-50 basis and is a further recognition and im- 
provement over past program^, which is, ag^tin, targeted, shall we 
say, U> the next nigher step on.theJadden It is still to the lower 

income group. * ^ , , ^ j x \li 

But when you get' to the $10,000 level family groim and to the 
group we are talking about here in the area of the student loan pro- 
gram serving them, we are not talkmg about providing them with 
BOG money, or SOG nioneyi or SIG money. We are talking about 
enabling them to borrow with an obligation. to repay, an^ the only 
aid in this sense of the word' that is provided is iCssistance to a loWr 
interest loan. ^ i 

To my knowledge, this is the only real program of the Govern- 
ment that is designed to assist the middle-income family. Considenng 
inflation and the cost of education, I think it is altogether fair. 

I would not choose to choose between those programs. As a matter 
of fact, I would rather choose my priorities as education as opposed 
to some other area of Federal expenditure. At that point I would put 
a, high priority on education, including the subsidized loan program, 

Hv. Deij-bnback. Everyl)ody on this committee, Mn Payton, would 
agree with what you are saying— the generalization of giving educa- 
tion a high priority vis-a-vis other needs. But, you see, we can^t duck 
the question of priorities within education. Quite frankly, that is 
what we have to finally deal with in authorizations and^ in the final 
analysis, appropriations. , . . i \ ui 

Some of U.S \y\\o have fought very hard, and this includes probably 
all the members ^f this subcommittee, for increased funding for the 
BOG progran"H and also for work-study and CI are not saying there 
shouldn't be funds lo)t loan programs. , i- . ^ . *i 

It 2S just that we are sorely troubled when we realize that in the 
1975 budget tlie guaranteed loan subsidies and defaults statistics con- 
sume wiore than 20 percent of all OE student aid appropriations. 
Thus, we are already into this figure for a substantial amount 

And, if vou wilL the discussion of what we om\\t to do with the 
needs test is. it seems to me, inextricably tied to this. If we can find 
that the application of a needs test has denied access, and we can 
come up with hard figures along the line of what you have indicated 
you have ^rotten genemlizations on, that is helpful to us b(jcausc it 
says somctliing hard about young people who didn't get to go. 

\Ve know there are hard figures available with BOG and other 
programs— It makes a difference. If you get this grant, you go; if 
you don't get the grant, you don't go and you can come up with hard 
figures on that. I think you have a burden to pres^iiit to us hard fig- 
ures which we are pushing for , i , 

If we were to wipe out all of the subsidy, for example, maybe tliat 
would be a desirable move because that would open up about $300 
million or so for other kinds of help. Maybe we ought to go forward 
with .somothiiig else. Mavbe we ought to eliminate the needs tost 
entirely* but not 15/20 ot any other limit. Mayl>o at the same time 
as part of that, we should eliminate the question of the inschool .sub- 
sidy. M^ylic that would be a desirable move. 

1 will close with this, Mr. Ghairman. This is why I expressed the 
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hope that in your mooting this weok you will discuss not jnst this 
ai)l>lication of tlio noods tost, but also that you will come back to us 
with sonic sort of a look at the other itoms of the* i)ackairc too. 

I am not saying we should wait action on this, but 1 think it is 
tied to<rether. 

Mr. Paytox. If I might ro5l)ond to youi- closing statement, I would 
just like to say I think Congress, in one respect is* making a yeiy 
positive step forward in a 1}()G, SKi concept and I would hojre both 
houRos of this Congress would push forward toward .the ultimate 
total funding of both of those programs, whatever total funding 
uiisrht juean. 

I don't know the cost/The fact is that we are just now in the fii-si) 
year of the H()(J program and looking forward to the .^'cond. Tlie 
iirst year of the SIG program is not upon us vet. AVe are looking 
forwavd to that. 

My legislature today is appropriating , the nece.^.'-nry fund.-^. I am 
conlident that it is, anil that >our i)rogram is real)ing this result. Hut 
I tjjink Congress acted too hastily in the Education Amendments of 
li)V2 when it envi.^ioned BOG, SIO, and the other jnogranis. 

Jt acted too hastily in the area of the .student loan program and 
the elimination restriction or termination of interest In'uelit.s. If, and 
when, we get back down the roiid, which is some years away, when 
the grant ])rograms. State and Federal, are ade(|ua*tely funded, ^vlien 
we reach that point of processing where lU)(j ^)roce.s.'^ing come s early, 
Jjumary or Fehruary, State processing in Majch. Ai)riK May, you see 
falling together a package of student aid. one.built upon anotlier. 

And if the proivsi^ing for a subsidized loan pro])erly then falls at 
its rightful place, which would be subsotpient to the processing avail- 
able to the progi-ams, then we have a built-in re.^tiiction to the pro- 
gram already in it in that l)eing the .student cannot borrow more than 
the didVrence between Ids school costs and the roources that are 
available to hiin. 

AVe have never been in that world, Mr. Dell(Md)ack, because stu- 
dents, in the nature of the way things are, have always been forced 
to a])i)ly for Joar.s early bo'*anse they can never l>c certain of the 
other. 

So, T would urge you to move ahead with tho.se portioi\s of the 
V.)7'2 law and hel]) bring this Nation, Federal and State, together to 
adequate funding of those program.s, the i)ro]>cr i)ackairing and the 
orderly How of that and then you will wind up automatically, on the 
fare of application forms, with ai)])licatious for loans that are re- 
stricted to only the dillereuce that remains, ami that, in and of it.<elf, 
will be a major impro\ement and a siguilicant cnitailment of loan 
volnme. 

y\v. 0'lr.\K.\. The Chair is going to have to interxene. The Chair 
\u\y> l)oen^ud\i.sed the full conunittee is foiu^ short of a (|iioruui and 
if the four mendieis who are present here go (low Uhtair.s^ they will 
have a quorum. 

'iTie Chair wi>hes to apologiy^e to the witnesses, and especially to 
the gentleman from Pennsylvania and the gentleman from Florida 
^vholun ebeon l>re>ent during this liearing and who are co.^imn.sors of 
tho bill before ns and who didn't get a chance to get their lick» in. 
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But the Chair will have to declare au adjournment subject to call, 
Wc arc in touch with edncational associations, the banking com* 
munity. student lobby. i)i ivate guarantor or<i:anizations, and the ad- 
ministnition in order to develop a full he;u-nig record. We hope we 
will meet next week, ^ 

G.\\T)OS, If I might, Mr, Chairman, I just have an observation 
to make, I wish to conj^ratulate you on a forthrijjht .statement. It is 
very simple, TRere is nothing complicated about it and I would like 
to assure my friend, Mr, DellcnbacK that I can give him statistics uii- 
iiniited oi; those students who would have gone to college and didn't 
because they couldn't negotiate this loan, 

I think yon simplified the problem, and it is an excellent state- 
ment/! thank you- on behalf of the committee for the appearances 
you made in the past in this approach. It is very simple and right 
to^thio point, 

Mr. r.\\TON% The council thanks you, 

Mr. 0'IL\K.\. The subcommittee is adjourned. 
^ [Wliereupon, at 10:28 a,m. the subcommittee adjourned, subject to 
the call of the Chair.] ' . 
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* ^ WEDITESPAY, lEBBUABY 13, 1©74 

House of Repkeskntativm, 

StF-CIAL SUBCOMMITTKE OX EDUCATION 

OF THE Committee on Euucatiox ANb Labor, 

, 'Washington^ V.U, 

The stilKomiuittce met at 10:05 n,in., pursuant to iiotiw; i a room 
•2257, Rnybtiriv Ilotisc Oflicc Building, Washington, D.C, Hon. James 
G. O'Hara (cliairmaiv of t!ie subcommittee) prcsidinsj. . 

Present: Rcprcsoiitntim O'Hara, Biaggi, and Ijelim»n. 

Staff Present: Jim Harrison, staff director; Robert C. Andnnga, 
minority staff director; Al FrarkHn, counsel; and Elnora Teets, 

Mr! O'HAnAV The Spcial Subcommittee ou Education will come to 

**'feav. wc arc coiitiiiniug our public Jiearih#fon Jf.k 12523 and 
related 'bills to eliminiite needs ajialysis iii the guaranteed loan pro- 
.'ram for students Mhose fiw«nies have -adjusited incomes under 
$20,000 and whb ai;fe Iwrrowing $2,000 or.less. 
Since our oiKJiiiug hearings on February 5, I have heard frpm a 



number of pcopfc abound the country whb, without exccptionjarc m 
suDDort of HR. 12523 orQit least m support of the proposition that 
' needs analysis is Iwiiig utilized in such a vay as to deprive a great 
any young people of appropriat(»iccc^ tw postsecondary education. 
I have a SI bstiirtial mhubcr of letters froio members of the public 



1 nave a suusuiinuii iiumu«i "i ivvi,,.^ .»«.v. .•~ 

who, in fact, cannot affordoto send their kids to school Tvithout a 
^uni'antced lotm and who have b«fbu deprived of such loans because 
Sf the misuse of the needs analysis sy9tenis m the loan program. 

Our witnesses today are also iiivoKed lu very direct ways with the 
nu(«tiou of guaranteed loans and nfccds analysis Thev arc students, 
student aid officers, and spokesmen for somfe «f ^^^^ 
oiularv educatiou orgarizatious. I hope they wi 1 be able to tell us if 
they ^c a need for Tclaxing nee^ analysis m the loan program and 
if tliev see any daiigci-s in this area. ^ „ „ 

On? finit wJtnessc's then are going to.lw >Ir. Arthur RodbelK execu- 
Vive director, and Mr. Peter Coyc, assistant director of tlie National 

^ThiMm Student T>obby has testified before this subcommittee 
earlier, Air. Rodlwll and Mr. Cove ar^new to theosubcommittee, and 
wc are'looking forward to hearing froni you. 

(225) ' , 
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STATEMENTS OF ARTHUR RODBELL, EXECUTIVE DIRECTOR, AND 
PETER C?YE, ASSISTANT DIRECTOR, NATIONAL STUDENT 
lOBSY 

iMr. RoDBKLL. Mr. Clminnan; to becrin, I would like to thank the 
Special Snbcoininittee on Eldncation for this opportnnitv to tostifv on 
the proposed amendment to section 428(a) of the IIi<,dier lulneation 
Act of IpGf), as amended. • 
i The National Student Lobby appreciated the conniiittees obvious 

concern over the financial plight of yonn<r people engacred in/)btain- 
mga postsecondary education today. Indeed, with a sagging econo- 
my, that financial plight is verging on disaster. 

J^"?5^>g the development of S. CmD and the Education Amendments 
of 19^^ a new approach to student assistance was enacted. 

The policy of entitlement or a commitment on the part of the Fed- 
eral Government to t^tablish a floor beneath which no qualified and 
truly needy student should fall l>ecamc public law. 

During the development of this legislation, the National Student 
Lobby testified in favor of this new approach to student assistance 
and to financing postsecondary education. As tlip cornerstone to this 
approach, the new legislation authoiized the BOG program. 

However, in addition to the BOG program, tiie legislative intent 
of S. 659 was clear with reference to other student assistance pro- 
grams. 

The BOG program was to bo tho foundation upon which other 
student- assistance programs would build, recognizing the need for 
loans and work-study opportunities. 

Viewod as a package, these three areas of/Studont asMstauco— loan.-, 
grants and work-study— seemed, when funded, to adoquatilv co\er 
tho. financial needs of mast potential college students .uid their par- 
, euts, rnfortiuiately, two of those approaches to student assistance 
- havo been hampered recently. They havcvboth been hurt, but for 
difloreut reasoiis. 

The Federal work-studv mouov has again been cut in the proposed 
n.-cal year 1975 Imdget, both in' absolute dollai-s and bv failure to 
keep pace with inflation With rogjird to federallv insured loans, the 
now mciaiis-ttv^rTias confused legislative intent. 

Tlie needs test authorized by the 1972 amendments has clouded the 
availa])ility of guaranteed student loans for low- and middle-inrouie 
^tndjMifs. Parents, students lenders, and financial aid administrators 
fuKi thcMTi^elves losinir the battle to keep up with Federal reirulations. 
As a nsidt. tl^ese stiulent loans are being utilized less and less bv the 
consuniers^of postsecondary education. 

Tl)is certainly is not the result of decliuin g need. The decline is 
diieto: ' " • ' 

(1) Confusion regar'ding access to federallv insured loans due to 
' tlie needs test. 

1(2) The means'tesf often determines a need of so little that the 
pnperwork involved is not woiHi the >ma11 loan. 

' Thv needs test has multiplied paperwork involved and tripled 
application piocessiiig time. 

With the cost of college education rising, phis fnitiou increa^^s 
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recommended bv both the CED and Carnegie reports, a decHnp in a 
student loan program such as GSL is alarming, as is the proposed 
decrease in college work-study money. , , , 

As stated earlier, the loans, grants, and work-study are all essen- 
tial to a strong and comprehensive student assistance package. In our 
view, the weakening of one program threatens the entire thrust of. 
the 1972 ameiulments. ^ ^ ^ i i-,ki 

On Fein-".""* •'• Senate acted bv unaiuinoiis consent to ai)olisn 
the means t^t for those potential students with an adjusted familv \ 
income of less than S15,000. This figure represents <7 percent of^all ^ 
postsccondarv enrollments. . , _ ' • 'o • u 

Now, Wislation of a similar (nature is pendmg in this subcommit- 
tee*'. However, in considering the language of ILR. 12523, I ^onM' 
like to. briefly point out four principles students hold crucial to tins 

discussion. . , , , ■ i i 

1 The idea of entitlement is essential to the student ai.d package. 
With regard to the GSL program, the means test has substantiallv 
qualified this approach by i-ednping access. believe tlw Ofel^ 
should return to the concent that once a student q"al'"<» »0Vci°ii?n 
he or she should be entitled to apply for a loan up to $l,oOO oi' $^XWO 

per should bo encouraged or forced to become mortgaged 

up'to his neck to the'CJoveniment or to a bank. A student should not 
l)c placed in a position where he or she is fbrcetl into more than per- 
haps $6,000 debt for-4 yeare of college eduqatiou, unless extenuating 
■ circumstances aire shown. / . .„ 

3 Coiisiderin'T the impact which the a^e of majority nilingb will 
have on ihe financing of postsecondary education, .we urge this com- 
mittee to look closo.lyafc the advantages of Income contingent pay- 
back schedules for all student loans. , , ,■ , n „ 

4. The National Student I^bby supports continued funding of the 
loan, gnuit. and work-study programs. „ . n , 

We have heard s(^veral people guess widely different figures foi the 
total cost of the GSL program under the Senate ainendmont. 

The Vntio^ial Student I^bby doesn't have access to '*guc^tiina- 
tioMs" u-rardiiig the Senate's proposed change or the Houses ver- 
sion> Given tl.i?, and the fact that we hold all three aid pro-rams 
oonallv important, wc have difliculty seeing tliese proposed altera- 
tioiw in tonus of their effect on the total student aid picture. 

()bviou.«lv. .student assistance funds are limited and it is our e-tpec- 
tatiou that if the means test is abolished below either the !?lo.no.) or 
SliO.iMlO fa.uilv income figure, the cost of the i^^L piogiam will not 
S(^ri'oiislv cut 'into appropriations for other prograiiis 
-Wo iiced to ice.xariiiiut between now and June 30, the entiie 
family coiitribiitioii basis of student loans and other student financial 

aid programs. . , , • n i ' 

riie liiinuriiig of postsccondarv education l)af been rapidly cliung- 
iii" and p\olving. In the next >c«r.s— aijd perhaps quirkei- than most 
reali/.(--th(' a<'e of luajoritv and emancipated youth'; will bring new 
and iiwesoiiic burdens to the soope and nature of financing this part 
of the educational eiiterpri.sc. . . 

We i)ivi'.ici thi.s will be the major :-=ne in the lOo education 
amendim-.its dealing with postsecondary eaiication. 
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Tim demand prossnres on GSL M ill increase. The loan program- 
in some form— will likely expand. The Xationul Stndent Ty)bby ur^es 
this committee io adopt the four principles outlineci earlier in tliis 
statements and take special cfire to insure the idea of '-income con- 
tingency" is closely examined in tlie proposed 1075 le^jislatiou. 

From the stndent standpoint, this concept embodies equality aiiS 
freedom m hotlj an educational sense and an economic sense after 
irradimtion. It -jtlipws the stndent to attend the type of iiistitutiou 
lie or she desires and uxi^ji ^^radnation allows a payback schedule con- 
tni^ent u])on earned income on a year-by-year basis. 

Though the National Stndent iJobby supports the abolition of the 
means test for students with a family uicome of less tliaif $i:),000 ad- 
jnsteds this Amendment doesn't deal with the most important prob- 
lems faoinnr tlu» GSL proorpam today. Those are: 

(1) The chancres the a<re of majority will brincr'to this prorrram in 
terms of demand and the State-Federal relationship under these new 
conditions. 

(2) E^tal)lishin<r an understandable and comprehensiye student 
as.sistant pro<xram which is easily \yorkable. 

'I he^:e nmst be seen as tire major, longrange challenf^es faciiH^ this 
coiinnittec. " ^ ^ ^ 

Thank yon. 

Mr. O'Haka. Thank yon. 

Fu-st» i think the subcommittee onf^ht to clarifA its iutentiim ^yith 
respect to the ^ruaranteod student loan pro<rram. 

It is not our int-iition to forcr^t about the n^nai'anteod stndent loan 
prop-am once this AnuMidment or something like thii, Amendment 
heon adopted. 

Our efl'ort is really to restore the staHis quo ante while we con- 
suh^r what rhanges ought to ))e made in the quaranteed student loan 
r^gnnn. Right now, the program is not working satislactoriiy. We 
ha ye only made one rliange hi it in recent years and that change has 
iiani])ere(I its "enectiyeness. * 

.^o, we want to get back to where we were. 

Tlien, we want to (M)nside»- the way the guaianteed student loan 
progrram must be cluniged. if it ought to be changed, in Xmw:, of our 
overall royiew of stiuK»nt assistance programs. 

AVe will this spriug be conducting a com])lete ivview of the yarions 
programs of stndent assistaure, work-study. su])])lenientary e<lnca- 
tional opportunity ^rrauts, basic educational o])j)ortnnity grants, the 
(lirret student loan [)rooram, and the guaranteed student loan pro- 
gram. 

We hope that we will ])e making changes in the student assistance 
package that will take ell'ect in the .school year beginniuir iu the sum- 
iner se-sion. T would ho])e, in 1075. But, I 'do not really see any point 
in letting the pre^^'ut intolerable situation in guaranteed student loans 
continue on ihrough next year, the next school year;. i)ec5iuse we are 
considering broader changes that will take effect the following year. 
That is the reason why we haye set uj) this sej)arate hearing on a 
\<'ry narrow as])ect of one student assi.sta»w«e program, because we 
feel there is a need for sonu- action on that aspect of the ])rograin and 
then that will clear the decks, it seems to us. for our general reyiew 
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of Jill a.spicts of tliis rtnd other stiulent !l^sis^:ult })ro;rn\!ii» i)roi>ani- 
tory to dmiJ«.^fj> thsit will tsiko ellVct at tliC' einl of next sehool 
year. 

i 1 lio])0 that nietliod of proceeding makes sense to \on. 
, Mr. Roimr.Lj.. Ve.^ it (l(K».s. 

Wc wonhl iiatiirall\ hope (o brin«r to yoiir iittoiitiou, of eourse. tho 
other profxranife th:it We will Ini testifyiii<r on on KiiUay. We wanted 
to take this opportunity to Jjtate onr position oji it. 

Mr. O'Hak.n. Now. the :?^e!!ate Anieiidment, as v(mi know. (lilTers 
SCMnewhat from t!te Am(;ridmeitt that we are eunsideiin«r. It diH'ers 
but it dillVrs with re^rard to t>vo items: 

Kii-st, tlie Senate Aiv4e!idniei!t projMiScs to abandon the neecjs analy- 
si^ as a test foi families ha\ ing adjn.^ted i neon us of h;>s than $ir».()00 
a year. This ame!idi>HM!t p!OiH>ses $20,000. 

The Sei!ate amci^di!iei!t ahanilon.s needs analysis only if the loans 
son'rht by tliij> fj^nVdy wen' less than $1,500 a yeai-. 

The hill iK'forc \ou pnn ides for abandoning thv needs analysis if 
the ineonie re(piirlimeuts are met and if tho loan sought is Jiot in 
exeess of $'2,000 pei- sehool yeai*. ? 

\Ve felt when we iiitmdneed the bill on thi.^ side that $20,000 was 
the more appropriate lignre because* N\e rerogni/.ed tliat although the 
- $15.(MU) iig!ue was what we had used when wo originallx enaeted tho 
j)rogram M)ml* years ago. and it seemed to woik fairl\ well, that the 
e(iimalent of $1.").000 family iiuonie tJnit we were talking abcrar baek 
iiien is a family ineome of more than $20<M)0 today. 

So. we were simply adju>ting the original romept of the pn^gram 
to take aceoimt of tlie ehanges in the ec^st of living and. of eoni'>e. 
chaug<*> in the expenses of attending an institution of p(?irtsecondary 
ednention which have risen faster than liie cost of living. 

So ti>at with oin* $2(MK)0 and $2.(KK). we were attempting to take 
into accoimt these i hanges in the cost of attending po^tseeondaiy edu- 
cation institutions and in the cost of supporting a fainli\. 

1 would hope that yon woidd not have any objection to onr doing 
so. 

Ifas your oriranixaticn taken any position on that^ 
, Mr. HoDUKi.i.. Our position is tliat, as far as the Senate version, 

tliat woidd bo a miuimmn condition. Of eour^'. we would be sup 
portive of an\ plaji the confeiees decide between the $ir).0()0 and 
the S20.000. ■ \ 
♦ Mr. Co^i.. The dilfereucc is souietbiug like TT p^^'eut of all post- 

secondar\ ciM'ollment arc in the .sir>.000 or beh)w and something like 
80 percent of all po^t secoudnr\ enrolhiicnts are in the i^20.000 ad 
jiisled or beh)W. 

I was cuiiou-. if you had any guess as to what the cost of the 
program won hi l»c witli thi^ 12 percent dilfereucc between t!ic House 
and .Senate uiiuiidments. 

Mr. OII\u\. W'e hope t^o (le\elop that during the hearings. AVe 
haven't had tho^e wituess(.>^ before us as yet. 

The minority members (d" the <'ommittee hiue not been able to 
utteiid the bearing today, m) after Mi. T.ehman bus had an oppor- 
timitv to direct whate\er que.'^tlons he might ha\e to the w it ues>es, 
the Chair iiitend.^ to permit Mr. Kobert Andringa. who i.^ the yii- 

er|c , 2'^'^ 
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nority staff director of the committeo, to quesfion the witnesses oa 
behalf of the minority. 

Mr. IxihinaiK do you have any question? 

]^Ir. Lkiimax. Not very many. 

I am goiu<r to have to <ro to another mooMn^r. 

We did hold a Sallie Mae meeting in my district in south Florida 
last Friday mornin<r to try to ^et a group from the institutions as 
Avell as the banks together to oncoura<^e the banks to use this redis- 
count basis which should, in eirect, stimuhite and release additional 
money. 

I think one of the nuiin things we are going to lmv(» to do is to 
really motivate the hanks to take a more active part in the whole 
jjrograuL I would say Lass than 20 perc(Mit of the hanks reall}' were 
that concerned or that interested in this kind of program. It was dis- 
couraging to see low ninny banks really didn't care but encouraging 
to see Ijow much the ui'iiority of the banks did care, especially your^ 
sa\ing> anil loan institutions, which are not really conuuercial banks. 

I woiihl like to call that to the attention of Iwth the committee 
and to the people hero. 

Mr. Chairman, if you will excuse me, in a few minutes I will retire. 

Mr. O'IIaka. Mr. Andriiig:i. 

yiv. AxDiMNUA. As the chairman knows, some of our meml)ei"S are 
intcMYsted in looking at some additional changes in the program in 
the next couple weeks, even though the chairman intends to have 
these hearings limited to this one particular issue. 

Our members would be interested in your views on tlie IS-ycar-old 
age-of-niajority. I have not been able to get up-to-date information 
on the number of States tliat now allow 18-ycir-olds to contract. 

Does the Lobby have J^ny information? 

Mr. KouiiKLL. 1'he pj*o^l*am is new to us. 

Our access to the program lias come through the State of Wis- 
consin. 1 \ 

Mr. -ToYK. As far as t|ie\iiiniber of States that have passed age- 
of-majority. I don't have that figure at hand. 

Mr. lioniiKLL. Testimony will be available on that on Friday. 

Mr. Andkinoa. Yon see, isn't Tt a wortlnvhilc question to ask, if 
an Is year-old is an adult in tho majority of States tlu*n why would 
u(» ilcnv arres.^ to a loan or limit the sixe of a loan or deny C(Mtain 
.sub>idii*.s for a loan to >ome students and not to other stu(lents bu- 
ca^nc of theiiv parents* income? 

Mr. CuvK. Wc are aware of tin* problems that the age-of-majority 
U i:<»Iiig to bring to the financial and postsccondary education. I 
think thai is vJiy in the tc.-^timony we have tried to stre.^.^ and we 
aii* n r \ much interest rd in this Income c(mtingent progiam wliicli 
you V. ill lie:tr detailed testimony on Friday of this week. 

1 think that sort <)f approach, and we do intend to lia\e the sup- 
port data or an\thing ol>e we ha\e developed on that, that sort of 
p;<«giam deals with tliJit <me^tiou that yon mentioned, lhat idea 
of heeoming a full adult at tfie age of 18, independent of any parental 
restriction, financial or otherwise, 

Mr. lionnux. Of coiir>e, the question will have to ])e resolved in 
how it is phracicd in tlic law, itself, and should it be pa>hed, what 
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the stipulation is. it just something of an extenuating circum- 
stance or is this ^oing to eratail student participation as an adult 
at any age of 18 m every facet ? 
Mn Andrinoa, Is it usually the student borrower who repays the 

loan?. , . , , |, . 

RoDBELU In the particular program which wo are talking 
about, the student repays the loan; right; year-by-ycar basis, con- 
tingent on his income after graduation, i 

AxDiuNOA. I think you are -confusing the subcommittee by 
talking about a program they may not be aware ot 

Let us talk about the present program, ^ , wi 

Is it your understanding that -students, in the mam, pay back the 
loan after they leave school ? . . i • i *i ^ 

Mr, RoDBELL. It is our understanding that it is designed that 
students pay back the loan. In many cases, many students ai*e not 
* able to meet it in the i^uired time, 

Mr, Andrixoa, We will get into default in a moment. 

Do you see any difference in the wfLy the Federal Government 
ou^'ht'to deal with this program in terms of the iS-year-old age- 
of.'inajority at this stage of tlie game than it might deal with some 
other program, perhaps a grant program that aims primarily at 
access to postsccondary education? _ . 

Is there a unique rationale perhaps for recognizing the 18-year-oid 
a^^o-of-majority first in a guaranteed loan i)rognmi'f , 

Mn CoYE. I am not sure that I understand exactly what you are 

askiiif'. , . . , 1 • 1 

I sense it deals with whether the student is going to be consid- 
ered a full adult at aire 18, whether you are going to consider his 
family income to be the basis lor u loan or consider liim to be essen- 
tially at point zero. 

Is that right? . . , , i i 

Mn Akdiunga, What I am getting at is: If the student pays back 
the loan, then why shoi;.a you say to the student whose parents hap- 
pen to make $15,000, "You cannot have any loan iinless you are 
fortunate enough to find someone who will give an unsu))suli/.(Hl loan. 

The next student, because his family happens to make ?l4,99i), 
you say, *You may have a loan; you may have a sjibsidr/^d loan; 
you may have it up to the inaxiniuni amount.*' 

Representing students, it just seems unusual that you would be 
in support of that kind of policy. i 

Mr/CoYE. We ai^s looking down the throat of the 10(;> aiueiui- 
menKs which are just around the corner. That is why I^ thinlc we 
trieil tu uutline in this testimony where wo see it going. That is rlie 
income contingent loan. 

Does that deal with what you are trying to 

Mr. AxnmxaA, Xo. 

Mr. CoYK. You arc dealing with GSL. . 
Air. Roj)UKiJ.. What is the difreicncc between >;l5.noo iii one family 
if it is based on the student paying it back and not the family 

paving it back? ^ ^ ^ . . ^ ■ i. 

The control seems to come from the Govoriiment point ot nicw at 
this point. So, \^at we are really ^^'^"^ ^^^"^ eliminating the 
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accessibility the family has to a program that does not burden the 
family. There is no difference. 

Mr. Andkikoa. What would you tliink of a program that did 
away with the in-school sul>sidy.as we know it and provided 7- 
percent loans to any student regardless of family income and that 
proviS-^d various options for the handling of tlie interest during 
scliool so that the student might not have to nay it while in-school I 

Mr. RoDBELL. That would de^kjnd on the kind of options you are 
talking about. That would require further, study. 

Mr. CoYE. I think our position is that if the Government was 
willing to pick up the in-school subsidy and the difference betweeii 
the 7-percent after ^aduation and the real market 'rate, and also 
had an income contingent provision on it, that is exactly what we 
are talking about, and perhaps spread over more than 10 years. 
' Mr. RoDBELL. You mentioned it would be a subsidy free within * 
school. 

Are you implyii^ tliat the Government would pay the subsidv 
while he was in school or that thoi^ would be no requirement? * 

Mr. Andkinoa* There are six or eight options that could be used 
but some of our mem!)ers think it is worthwhile to ask at this 
point what we are getting for $-225 million a year now of in-school 
sjibjiidy and whether or not doing away witli the nijeds test and 
simply providing a guaranteed loan at 7-pei*ceut would still meet 
the needs of indents, especially those fi oin the middle-income family. 
This would a^llow the $2-^5 million to be invested in a program that 
does fiihancc the access of additional students to postsecondary 
education. 

Ildw important, in your mind, is the fact that t\\e Government 
pays the interest wliile you ai'c in school? 

Mr. KooBKLL. It is very importaiJt. We are talking about accrued 
mterest that is consi<leral)Ie, that the burdens on tlie students and 
undergraduates to pay back his loan as it stands now or even under 
the urograms we arc talking about .are vory groat, but tliat thov 
can l)e met by adding any e.xtni dollars to the amount that he owes*? 
No. 1, that wonid probably hani|)er the program and, No. 2, would, 
in our |>oint of view, take awny the control tliat the Government 
would have over the program. 

Mr. CovK. I tliink it is very important that during tlie in-school 
period of time that the Govermneiit pick up the subsidy or tlie in- 
terest. If that interest is tacked on to the principal at the end, if it 
weit» on an income-contingent basis, I would he in support of—you 
are talking about a time hig, the same dolhir figure for 10 years, so 
you get into the prohh^m of inflation, hut, in either situation, I tliink 
tlie Government picking up the subsidy during the school year is 
very impoutant. 

Mr. Anokinoa. I agree with you that the burden of paying hack 
a loan, whether or not you pay the first 4 years of interest, is dif * 
ficult for anyone. I assume you have looked at that burden. 

Do you have any idea of what the diffei-ence is for a student in 
pay'inf: back a loan that was subsidized versus one that was not 
subsidized ? 
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Have von studied atSill-<lo you know what a student iio\y pays • 
(luring repayment on a subsidized loai»v if he has boirowcd the 
maximum amount of, say, $7,500 i 

t)o vou know what that amounts to a month ( 

Mr.'CoYK. Yon nu'aii the monthly payments ? 

Mr. Ani)KIX(ia. Yes. 

Mr. CoYK. We don't have those fifruros. ^ . 

Mr Anoki.nca. I would think you would want to look at that it 
vou make the argument that it is a burden, and give »is vour ideas 
oil thev(lifference between the payment of a iion-subsidizcd loan and 
the payment of a subsidized loan. 

One tiiuil question, if 1 may, Mr. Chairman.. 

The default rate is something that our membei-s are very ccn- 
ccriicd about. In 1974, the Federal budget had $92 inillion for de- 
faults. In the 1975 budget, the^lignre is !^l:J-l million for defaults. 

Do vou have any idea on how the program or the proceduixis used 
by the schools or the lenders might be changed to improve -that 

Mr' CoYK Our figures have the numlwr of enrollments in the 
courses which talk about bankruptcy >^c^um up. So, this may indicate 
that the students are investigating this alternative for paybacks. 

Our/feeling is that the way to deal with this problem >s to, iii-st 
of all/ have Tt relocated in a State. In other words, instead of the-^ 
Vedcih! Government, Iwing a collection agency, having someone 
in tlJ home State. That would bring it closer to the individual who 
is 1-e.sbonsible for the loan. _ ^ i i .'■ ,„ 

Soioiidly, I think the income contingejiti-I seeijv to l)o harping 
on it a lot but I think it is the answer— would allow tiie student 
wh(7is not making very much money atul perhaps linds it even a 
stii/in to pav back the j)reseiit $:-5(!0 required payiiieiit eH<-li year for 
th/cJSL, he might find tliat a .strain. So, he would be forced cssen- 
tislHv into bankruptcy or'to default the loan. - 

I think the income coiitiiigeiicy idea encourages liiin to make pay- 
ments that^are lea.soiyibla^ for hnii. . , , , ■■ 

Mr Koi>»K!X. You are talking in terms of a watchdog in oider 
to hriiig down the level of default.. By allowing States to match 
funds with the Goveriiineiit in this area, the State takes a diia re- • 
mmiisibilitv in this collection process that it pos.sil)lv didiit have 
"l>eforc. ThV student can idei/tify more readily with the piessiiies of 
his State tlian he would fioin the Federal do iineiit. 
Mr. AxDKixoA. Thank you, Mr. Chainiian. 
Mr O'lIviiA. Oiir next witness i.« going to be Mr. Allan 1 nidy. 
Another witness that liad4)een listed was Mr. Jorrold Gibson wlio 
is studrnt financial aid oilicer at Harvard I'nivei-sity. Mr. Gibson 
ve.sterdav advised the siiljcoiiimittee stafl" that, altiioiigli he fully sup- 
"poits.H'K 12.V2:i and will submit a letter to that ellcct for the 
record, his primary interest was in broader .structural changes in 

till! loan program. . , , • » r n 

Since we aie going to have further hearings to discuss tlio.se 
further issiKS in the near future, »e will iiear from Mr. Gib.son .and 
from otlier witnesses who have asked to Iw heard on those aspects . 
of the program later this spring. 
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v'firi. w"" X? accompanied by Afr. Richard L.' Tombau'rh, 
iNASliAA, national Association of Student Financial Aid Admm- 
cw^?*'-'*-" • ^oi"""*." Beck, director of financial aid for Bali 
State 'University, and presideiit of tlie Midwest Association of Student 
I'inancial Aid Adininistratoi-3. 

STATEMENTS OF AII AIT W. PUEDY, LIEECTOR OF HNAIICIAL AID 
SERVICES, UHIVEKSITY OF MISSOUM, DIEECTOR OF COMMIS. 
SIOH ON STATE AND FEDERAL RELATIONS, NATIONAL ASSOCIA- 
TION OF STUDENT FINANCIAL AD) ADMINISTRATORS; DR. NOR. 
MAN E. BECK, DIRECTOR OF STUDENT FINANCIAL AID, BALL 
STATE UNIVERSITY, PRESIDENT OF THE MIDWEST ASSOCU- 
TION OF STUDENT FINANCIAL AID ADMINISTRATORS; AND 
EICHARD L. TOMBAUGH, EXECUTIVE SECRETARY, NATIONAL 

^ ASSOCIATION OF STUDiaiT FINANCIAL AID ADMINISTRATORS 

Mr. O'IIaka. Gentlemen you are welcome. We arc looking forward 
to liearnig from you. " 

Mr. P( i!i)Y. The National A.ssociation of Student Financial Aid 
Adininistrators is pleased to have tiiis opportunity to ai>pear bfore 
%ou and provide onr comments on ILK. I2r,23 an'd a reUtod Senate 
bill concernmg the {jiiarantoed student loan i)rogiaiu. 

I am Allan W. Pnrdy, director of financial aid sorvioos at tlic 

Sh.?n"n^lVV ' -^'ASFAA's Cominis.sion on 

brnte,and federal Kelationji. 

I am acoomi)anied by Dr. Xormnii E. Beck, director of student 
fmaiic.al .aid at Hall State University, president of the Mid ves 
A.ssoem ion of St.ulent Financial Aid Ac/niinistrato,^. and Ricl ud 
L. Jot ibaiigh, ^ASFAA executive secretarv 

m^tldZcratlZ! "^•^'"■^■'^''""^ ''"'Pf'^l ^" siil^ommittoe 

The financial aid coinniimity has long favored the rrstriction of 
Fedeiul subsidy in- all forms of stiidoiit assistance, to those who can • 
edi'lcathm"'' """"^'='^•"'-''='1 "'^l attend pS secondaJy 

■ , We have previously testified to that effect on several occasions 

Our philosophical position on this matter has not chan"ed, but 
a number of l)ract,CM considerations have evolved to ca i^e s o 
leevahiate the appheab.lity of the traditional need cnucei t to tlm 
gimrai.tced student loan i>rograin at this time. ^ 

I' list there is st ion- evidence to .<^iiggest that somr, of the assninn- 
tions which form the fo.mdation of traditional need analv.siTmav 
not be as valid for middle-income families nornmllv served by li^ 
^..aranteed stiKlciit loan pro^r,,,,,, „<, f„, 

income fKinilies who seek assistance throiijrh other forms of , d 
'•tai-eted" to finaiiciallv disadvantaged students 

I ntil s.iHi time as tliese factors can be further evaluated, the 
reasonableness of mitcoine^ from nood analvsis for ii.coi 4 ,hn o 
the national average sTiould perhaps be viewecl wiih Sio.u " 



235 \ 

Secondly, the iiuplementation of the ncfeds test for interest sub- 
.;iavXSlitv subjected the program to seVcre logistica problems. 

mSm^^^^^^^^ indi%al analysis "byfinan- 

ckl aid oErs taxed the staff resources of inkitutions beyond their 
abilitl to rSSnd i "a timely fashion, briiiging\|jbout large backlogs 
of S^SeTmiLns for loan assistance. Wlil^theso delays have 
eC-eSSy^n overcome to a great extent, thek l'>^ve m^n^ that 
intinv students were without loan funds when needed pa^ Dills. 

witlSut any sort of administrative cost alloNV^ince, institutions 
liave been unable to provide sufficient staffing to Vcomplish the 
rSred anSysis, and the processing delays are likely\o be repeated 
ftiyftin next vear unless something is done. . . \v 

^TvS the most significant practical consideration,\however, is 
thS fSha Sot showing "need," and thus "otVf Jmg 

foJ intcrtet subsidy, are almost uniformly being denied ac^^^ss to the 

^Ifib wifceSy not the intent of the Congress in enacW the 
neS^ t^rf or subsitly benefits, but it h,s l^en the net result V^use . 
«f lonrlpr disinterest in making imsubsidized loans, . \ . , 

Un£Sly'1he process^of need analysis and the financiaUd 
officer haie been made something of a scapegoat m this unmtenW 

require assistance with cash-flow problems even though need in the 
Sd tioS sense cannot be demonstrated. The guaranteed loan prcn 
Sm S^ed ?hi3 purpose prior to the implementation of the need 
tSt but failed to io s^ during the current school year because of the 
iinavailabilitv of unsubsidized loans. j „v„; 

If this riurpose is to be served, it seems necessary to expand eligr- 
bility forffinterest subsidy, at least until some other incentive to 
"rofLr availability of unsubsidized loans can be devised. 

the current progran. Is not working well, what, then, would we 

'"it Sms to us that it is probably too late to bcgin^any majot over- 
hm,l of the nro^rram and have the changes implementedin time for 

197V-75 EcaSemTc year, which is not that far away. Thus, the use 
o a income levd below which need for a gimrantecd loan 

?s nrSed seems to be th^ most effective way to circumvent the 
praSrproblems we now encounter. The P^^cise income level that 
Fs inost appropriate for that purpose is less easi y defined. 

I ,?LfoVmal survey was conducted last week to ascertain the cur- 
le^^t thS amonTpracticing financial aid administrator, regard- 

■"tstT^slSt'ocS^ 600 members of tl. Midj.t 

xVsintcasiasi'V^ , II Administrators defeated a 

'V'''tr£S£%^^ the aid adininis- 

;S?„r^uriit™ 1^ study of the current program by USOE 
^ rn,!^?Ss to determine what changes were required to make the 
^i^<^m ZX^^^^y^ to the true ^financial needs of the middle- 
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income families while at the same time restricting any unwarranted 
dram on the Federal Treasury. 

Now, some i months later, the aid communitv 1ms had tlie oppor- 
tunily to review and evaluate the effects of tl'ie application of the 
means test iij>on the students at their institutions. Tut;rlK>rnu)ve, thcv 
arc entering into the boginnino; of a new awarding cycle without the 
beneht of the study and research they had advocated. \ 
. The survey last week showed that aid officers'aiow recognize the 
need for mimediate- relief as called for in tha Senate amondment anil 
^fX\ nr^^ proposal if the financial needs of students during the 
1^74-75 academic year are to be met. Those surveyed still maintain, 
however, that the problems inherent in the current program call for 
longer-range study and evaluation since many of the program's de- 
hciencies are not even addressed by the proposed amendments* 

As between the two proposals for an interim solution to the imme- 
dmte situation, that is, assumed need under ah adjusted irro^^s 
income of $15,000 or $20,000, the resnonso was mi.xed. ifost public 
institutions whose student budgets fell l)elow $2,500 felt comfortable 
with limiting assumed need to students with family adjusted gross 
incomes below $15,000. Many private institutions with published 
student budgets approaching or surpassing $5,000 supported the 
O'Haru proposal in order to meet the noeds of their clientele. 

Many related concerns were also expressed : 

Would changes in the insured loan program endanger the funding 
of the SEOG and NDSL piograins which are recpiired to fulfill the 
needs of families below the national average? 

In addressing themselves to the various proposaTSpthe aid officers 
pomted out that tlip size of the family income employed to determine 
assumed need and the size of the loan granted to those with assumed 
need were really two separate issues. One deals with ability to pav 
and the otlior with costs, primarily the costs to the institution! 

The applications for a loan by independent students represented 
another area of concern. Wiile an assumed need for an adjusted 
gro^ income below $15,000 or $20,000 might be appropriate for the 
family a dependent student, does this same logic hold for a single, 
independent student or a young married couple ? 

Other anxieties expre&sed conterod on the effects of the proposed 
changes on delinquency rates, on the basic assumption of parental 
responsibility to pay, and on the trend of ever-increasing tuition 
fates. 

Finally, the aid administrators ask that any cliangos in the guar- ~' 
anfeod loan program l)o made to coincide 'with the Wgiiming of an 
ac'adeinic year rather than upon a specific calendar date. If a sin«de 
day were chosen on which to implement any of the proposed ainoiuU 
nients, students applying for aid under the same program for tiie 
same academic y^ai* would be treated differeiitlv on a very nibi- 
trary basis. ' * 

Wo would not want to imply tliat all of the probloins of insured 
loans have boon brought about by the roquiremont of a financial 
need calculation process. And certainly (he removal of this require- 
mont below some reasonable adjusted family income level is not 
going to solve all of the difTicnlties. 
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This country has r. long history of putting, together programs to 
help solve onr soo-nl problems. CharacterJst.avlTy, ^ye pass a law 
4)u the Federal or State level, or both, xvl.ich wo thmk will work. 
After .we try it a while, we see its good points and its faults. I hen 
wfe chaniic it* with the hope that we are making an improvement 
Sometimes, as in this case, tilings don't work out as wo had cxi)cctcd 
and" we need to change again. i * j .. „J„ 

We feel that the aineiidiiients which are l)ciiig discussed today are 
only part of the program improvements which need to be made. 
Therefore, we rui)cat the suggestion that we made before this com- 
mittee on July 2<5, 197:), that we make some changes now and that 
we review the whole program for long-range improvements. 

We do not now have a-readyhuvde blueprint for remodeling in-^ 
sured loans. But we are ready to sit down with spokesmen from. 
Congress, tlie administiiitiou, lenders, guarantee agencies, students, 
parents, and othei-s to .start working on suggi'Stions. To this end, 
XASFAA has scheduled a symposium on March 1 to begin such a 

^''tiI? que.stioii is often asked ns to whether the money spent here 
c-ould better be spent on other programs directed specihcally to the 
lowcr-ineoiue students. The major part of our financial aid si)endiiig 
is now reaching the lower-income families. Some spending can logi- 
eallv »>« done to iM-nefit the middle income and the lower middle 



"'llllStnients in Iwth groups are pjiying good dividends. Proper 
couuXg of vouiig bor^owe'rs both by the lender and by the insti- 
tutional aid officer will help to reduce the default rate.. 

OrUal is to help eael/ individual develop to the best of his or 
her abilities bv providing i^stseeoiidary .opiwrtunities at all levels 
i,I\4atlonal, tnlde, and technical schools as well as ui colleges and 

"'TOrcomnletc .set of opportunities has never l)een offered before 
and w cai • exiKv-t to pi-ovidc them without a price commensurate 
w th tL 1 m.'i.itiide of the goal. Ihit if we can assist our people- 
vo ng n uTle aged, or past luiddlfe-age-to n,>gradc their .indi- 
vhhml contribution.s to society and bcc ouic taxpaymg citizens,- 1 en 
o fhuuS aid otrorts will Im- one of our l)cst natioua investments. 
'IM?niiaTicial aid coininunity stands ready to assist in eyery way 

' ''"t'mii;. Mr. riiairiiiau. and all of the members of the committee, 
%v*.' ('xpiess to von our thanks for your sincere concern and your 

"'we'wmt'preS to discuss further those questions to which all 
of us are .seeking the Ix'st po.s.sil)le answers. 

Mr. ()*H.M^^. Thank vou very much, Mr. Furdy. 
^ The chair wishes to expre>=s his -ipprcciation to you and to the 
association for the very clear undei^tandmg vou d~trat*^ of 
the ditreience between making an imiuediato change to try to get 
some volume in the program as a matteu of urgent consideration 
m"^ a id ihe broader' refiew of this program and the other student 
assistance programs at the earliest opportiinitv which w certainly 
Im prior to the k.giiining of the summer. We liopc we will^implcto 
such a review and iccoiumeiid legislation. j 
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One of Mjo reasons ^'iven for niakinfr the chancre in the 1072 
•nmeiKlinents to re(|nire a needs Mnalvsis for nianv prospective bor- 
rower, who formerly did not need^to snbinit aiiv needs analvsL^, 
M-as^that there liad been some abnse of the irnaianteed stndent loan 
pronrrann 

Ther<» are those who are concerned now that if we adopted the 
NMiate amendment or the proi>os-! I have advanced alon^^ ^vith 
50!ue of my collea<rnes on the comnnttec that we wonhl sec'^an ili- 
orease HI the abuse of the pro^rram and that there y\:<mUl be rather 
extensive abuse of the ^ruaranteed student loan profrram in the 
sense tliat students who dicJ not need tlic nionev for' collefrc wouhl 
borrow tlie nmney anyway because it ^vas avaihible on an adv:Mi. 
ta^'eous teniuand' would usi» tlmt money' or other moneys available, 
to them for the purchase of consumer (hirable^iot associated with 
then- education at all. 1 was ;roin;r'to sav an autmi>)bilc but nowada v.s 
they ini«rht ho puix;liasui;r a lO-sjwed bicvcle. 

I was wonderin*,' if you could direct yourselves to tliat problem? 

Air. I riiDv. Mr. Chainnan. I realize the Imzard of consumer dur- 
ahles on nomadic tyj)es. The current law does ivquire. that all <tn- 
dent auK mcludmjr this, be used for educational expenses. There 
has to Ik» a notarization to that effect. 

Now, that, in itself, is not a complete assurance that there is not 
'^ou\*r to lx» some abuse, 

In'lOOT. r believe it was, when the SIj.OOO fi^rure was projected. 
V.r^r-"""">' ^"^^ vocally, suid I thou^rht it was too lii^rh beeauM* I 
did think that ther<v waf? mayl>e too nuich leeway between the needs 
of a lot of students and the $15,0^0 adjuste(tt>"an«re. Now, we ha\o 
had r»i^ yeai'S of inflation since then. We have had tuition C(Kts 
and mereasis in other colle^rc costs^to \vhei:e a reasonable adjustr<l 
income is not that far above where real need k aetuallv found. 

1 am not saym*r that there are not still cireumstanees wlh»re 
tliere would he room for abnse but every nid-proirram, welfare and 
otiienvise, has some ami in which the operator can abuse the 
protfram. 

Xow, whether or noK and to what extent, this inotrrnm is abu^Ml 
H ^roin^' to deiKMul on the combined elForf of the institution, the aid 
oflMvr. the lenders. CSOK, and'others who administer this luoirram. 
and al^o bv the. atmosphere that is ^reneratecl a> to the pei-sistena* 
with which eolleetions will be pursued. * 

Some of the abuse that took place also was ^renerated hack in 
an era when there was a little bit of an atiuosphcre of student- 
nppmir off the est^ibli<hiurnt, as it were. I think that atnmspluMe 
has unproved a jriv\irwloal in the last •> or :J vear.s. 1 think we have 
a more realistic jrioi/p of students. 

TlifMefore, I would not be afraid of the amount of abuse that 
wonhl come about. 

I would ask either of my collea^rues to n^rke a >tatement as ther 
.see It. » 

Mr. ToMUATVsif. T share Afr. Pnrdv's evaluation of the situation 
with respeet to the dependent studoiits where the income that i-: 
lKMn;r eonsidered is that of parents. 

I do have some reservations about ntili/injr the s,*nie criteria for 
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eliffibilitv on tl.p. hitott^fsuWuly vritli rosi)cct to independent stur 
dents wfth a $20,000 income or a $15,000 aicAme, ^vluch prondca 
considerable leeway for either a smglo , mdepdndent stadent oi a 
young marric<l couple tvI.o have mconie m exc^ of any reasonable 
cost to attend the institution. Having access fo a subsidized guar- 
anteed loan provides funds that can be used other puriwscs. 
■ It is awfully hard to sort out educational expenses and noncdu- 
catioual cxponscs in the budget of an indciwndcjit student or a young 
couple. Perhaps different criteria for these people might be more 
appropriate and I thiiilc tliis is an area where the abuse is more 
likely to occur than in the case of a dciwndent student wltli simply 
an educational budget' to deal with. 
Mr. O'JlAiu. I think that point is ar. «xcel ent^poiiit. 
Of course when iKople talk alwut cither the Senate amoiulment 
or the provision I' have introduced, we arc thinking m tcnus ot 
traditional family income Mtiiation. Quite obviously, if a student 
couple have income approa&iing $15,000 or $20,000, they ought not 
to hb eligible for assistance, it seems to me. . ^ • t 

Mr. ToMBAUOH. I just think, for illustration, of an interview, 1 
did last Slimmer after the.'Senate hearings on this same topic, wliere 
a voiinj: man who -was a veteran came into my office to niptest t he 
failure tA find need in his guaranteed loan apphcat ion because he 
had borrowed under the program the year bcfon;. liy his own lig- 
urcs, he had $10,000 of income between lum and his wife and his 
GI bill and $7,000 .of exiMsnse, or a net profit for the, .vear of SnOW). 
Yet, .he -could not underst4Aid why we would not ccitify bihi for a 
$2,500 loan because he wanted ,to consolidate all of his current bills 
iind iiav &]\ of his tuition for the year at one time. 

This'is the kind of iiMiecessary borrowing that I nin concerned 
about with respect to intltjpendciit students. 

Mr. 0*irAK.\. I thongh't I would will to the attention of the sub- 
committee the words at.thc toi> of tjie form used for a student, loan 
application. This is a supplement to the student loan application : 

Warhlnit. Any person who knowlnsly mnkcs a falw stnlemeiit of nUs- 
reiiresentation on this fonn shall l*e subject to a fine of not more than $10.00» 
"to imprisonment of not more than 0 years, or I.oth. under pmvlHlons of 
the U.S. Criminal Code. 

One of th'e statements they arc asked to affirm, in addition to 
statements with respect to adjust family income, is this: 

I affirm that my loan proceeds obtained as a result this applleat Ion will 
W used solelv for expenses related to attendance at the educational lustltatloD 
named on the attached application. 

It seems to me that that is a jjrettv good detenent against false 
/ai>plicafioii or use of these finids for some purpose other than the 
^ diifct cost of edncutioy. 

Mr. Puidy? , . • , • • • i i.„. 

Mr. Prwiv. There are two things that were in the original law, 
both of which 1 felt pci-soiiallv almost invited abuse. . 

One was the .stateiiieist and the diieclive to the lender that in 
his dealing with the honowcr the absence of need could not Iw itsed 
as a reason for refusing the loan. 
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Xow, thnt is pcM-haps coiitraly to «roo(l conmioii mmiso, certainly 
coiitrary to «:o()(l liMidor-lmiTOwer ivlationships. 
But that was in writtcMi tliret-tivos. 
Xo^w, I think tliat invited ahuse. 

Xmv. the otlier thiii*^ was tlmt wo as financial aid people were 
directed tliat ^ve could only do one thin*; on the oi'i*rinal form, and 
that was to certify fulNtiine attendanee. We wi»re practically for- 
bi(fden to talk with the lender or to express al^opinion or a jiidirinent, 
and I think thi^ is wronir. Hut if we did talk (o a leiuler/ we'"l)roke 
the rule In so doin*;. ^ 

I think both of tliose invited al)usi» or permitted ahuse. 

I think neitlier of those thiiifrs slioiild he a part of our opei-ation. 

Ml'. O'lI.vKA. I'a^rree eonipletely. 

Ouo of the thiiiixs I would Iik/» to look into in terms of the abuses 

wluif. if anythin^% the Justice Department lias done to enft^i-ce the 
law witli ies[)ect to false aflidavitxS. 

In the case of those abuses that haye been brou«rht to the atten- 
tion of the ('ou'rress, \ve eonld use them as examples. 

It wnts to iiie that if there is abuse of this law, there is vow 
senous (juestion wliether th,e Ju.stire Department lias been dili«;eiit 
in entorcin^r the law. If tliere were a few enfoiremeut actions a«jrjnnst 
lla^rrant almses, I think it would be a diseoura^rin^r tactic. 

Then, of eoiuse. we have an additional provision that u.sed to be 
in the law ^roin^r a little bit further and i-e(|uirincr the student to 
return any assistance that he mi<;ht have obtaiiu^d if he has with- 
drawn from sc hool, or whatever. That also, I think, is ^oinethin<c we 
ini<rht eonsidei-. 

yiv, Andringa. do you have some questions? 
- Mr. AxDrj:>\;.\. TJiank yon, Air. Chairman. 

Pickin<r lip on that point, it is not true that the iiuIependcMit 
sdident. u^'iu^ the example you used, could hone.^tly 1m» within the 
law ami his allidavit if ho used the proceeds of the' loan to pay h.'is 
tuition and books and fees and ho usecl^another >>l.UUl) of assets for 
orher }>iirposes. Is that not true? 

Ml'. Tomb \i (ill. That is the shorteomin*r the provision as it 
now stands, that vou have to keep track of what pocket the money 
conuvs out of. and that becomes pretty dillicult to do, 

Mr. AxnuixoA. So tlie independent student could nret around it 
easj ly . ^ x 

Xow. the dependent student, and I am thiidiiii»r mainly of my own 
l>ack«rnain(l. All niy relatives are p)ii!;r to benefit from this pro- 
f>o^ed (han<n\ Afr. rhiiliiiian. but my relatives ha\c been .savin^r np 
for '^'iiKaiion as have iny parents for a y()un«rer brother. Perhaps 
tlicy havt' sl.Oofi or set aside for edm-ation. Perhaps the stu- 

dent, himself, has worked and has $1,000 or $-2,000 set a.side. 

\\V are talkin«r jiopefully about' a literate constituency here ai;d 
parents wiio uiulerstand soniethin«x i-hnid fiiiancin*r. 

Xow/wonld it not be silly for a f)arent not to eiu-oiirn«xe a student 
to keep his monc\ in thi» bank and tiic father to say, 'T am ^roin;^ 
to kee[) my money in the hank. If you can «ret an interest-free loan 
for \ears. *:o ahe;.d and take it out: meet the requirements of the 
affidavit: sj)end it for your education."? 
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1^ ?:d*:i!l?ttt:.tificntos of deposit that one can now get 
,ie"iithe^th!ngton area banks, could invent t^^^ o 
fhP loin in a certiKcato of deposit and earn ?*2,0(K} dnring ^ jearb ox 
ihiS takc^ur ..oney out Sf the bauk, pay '-'io^S^Eiy 
before a peuny of interest is paid, and you woulcU)« 5>2,O.0O to tne 

good. ' 



'£VheTde"'r;aS'stply not putting in the resources that 
thS ha p anned tS and the stuaent not using the resom-ces he had 
» 2incd to iu order to ^ot an interest-free loan-would you not 
coS vour son or^daugliter to take advantage of such a dea ? 

Mr pSy I Uess I would have to say that in the area in which 
I Jtork i?^]iiuH?am sui,prised how littlelof that was done eveir ^ 

t; mSvS Chair would like to learn jL\ow to do that. 

Htnv ;» tl-.at again, that I am going to make $2,000 ( 

Mr. Aximi.N-oA. I will explain it to you after the heanng. xi is a 

^^r^O"IlAR\ Could vou give us the assumption ? 

\vd™. Yes: thf assumption would be that the benent of 
the loan-as tSe application reads-has to be used ^J'^atioual 
i uri)ose< So. rather than using your savings account or selhng 
ISrSL or your son or, da.rghV spending .vhat he has saved 
in the way of livings bonds or savings account, rather tlian using 
anv of tlia\ for 4 years, keep it invested ^ul earn interes^ on ^^^ ^d 
cot an interest.frwi-ioan to carry yo" through 4 }ea:-s and then 
nav it off before interest charges start accruing. 

\lr 0'H\n\. The vear mv son is a freshman I would borrow 
$2:006 on the fii-st of 'September and the first of Sept«'"l%tl>;i"«-^,5 
year-I moan, I would buy a cerlllicate of dei)0S.t worth and 
liorrow ?;2,000 the first of September each year for 4 yciirs ^ 

Mr A.vDiuN«.v. Assuming you had $2,000 now in the savings 

""'MrO-ITAHA. You would have me do it at that rate, $2,000 a year, 
making a $2,CX)0 loan each year? 

Mr! 'ailAmxr'You 'would have to show need undor these hills to 

•get$2..50O? ^ , 

.Mr Vnokixo \. Not u'^l'^r the .n-.iatc amendment. _ _ 
Sir *0ilAU\ i thought the Senate amendment was 1.>-1;>. 

J,o';lr:;:;nt f rite'^f'Tt. por cent on a certificate of deposit, 

Si^"::!; i^ S^b.r JS:C^> tiie first year < 
M Vn, IXC V CD for- $2,500 the first year; a -year 
fM) liie icoiid vear: a'2-vear CD the third year: a 1-year CD < - 
fo r ATa? -ii it i» l)<'f<»e- the lender asked you to. repay he 
£n and Jou would have $2,000 in addition to the principal on the 

'Tun not suggesting that is going to be done. I would like to do it. 
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I wouUHiju. voiu- n>s|)()ii?o to Hi:it kind of opportunity. 

, "■• I^KCK. Tb^iT are two points. J tliink. one heiiip that tlio people 
^U>o {rononillv norrow do not Inivo the liquid iosets aviulabie tliafe 
tlK'v could. III fact, make the contribution. 

While my in-ititutioM may he aty|)ic-al, the .studies \vc have done in- 
tenmlly would ..ul.cato this is not the case Jt would be the excep- 
tion that would do this. * 

Socondlv wc are making' another a.ssumption tluit there is no need 
over and above whatever the amount of the <riiaranceed loan is In 
tlioso case.s ^vhe>-e the need is in excess of SLr.O,) or S-2.000, a iieede 
te.-t ioi- otb.er types of aid will, in fact, be uscil aiicl we would be 
tai^pnifr tlio.se resources at that jmiiit. 

So you have a particular iii.lvidiial who h.-is in vour case the 
l.qmtl a.sseis and does not ha\e any need <rreatei- than the amount 
ol- the loa!!. ]5ut it could happen. lJut I an. not .sure that the inci- 
dence IS bio:h enouLdi that it wo-.iid cau.se nic preat concern 

-Mr._-v.vni:ix,;\ I nder the chairnians bill. <rro.ss income would be 
louii.ny lo,. J, h,nuly with three. c!id<lren and vou are sn-- 

;r«'.sfn<r that the children or the fan.ilv would probably not haVe 
anyt!iin<.' .-Jet aside for education? 

-Mr J5M K. r am su<r<rcstinp in many cases vou aiv lookin-r at a 
two-child fainiiy. and J am sii<r<.'e.st!ii^r that the incidence of bor- 
rownifr at this poii-.t anyway, at n.v in.stitution, aiimn'r people of 
that mcome level v itli two children has not been <rreat at all. 

Mr. PujiDv. f ,., „,,.. f,„.fi,„. Now "von "are looking 

at the lat.'iev of four cinldren and an income le\el between f;20 (H)() 
and S:>2 000. I an. :,ut atypical, I don't thmk. [ use my illustration 
because I knou it bottci than anybody else's. 

'I he amount of money that iia.s been .set j,«;.lc for colleo'e, I iust 
have to say. has been pretty .sniaii. What ti.e ciiildren have.'and they 
ai-e workmp children, l-.as l>eci; that whifli is available from theiV 
proyious .summer's iiiconu-. 

Now, one other factor, one other person vou would have to irot to 
!Xo alonnr with this deal, and that is the lender, and mo.st lemler.s, 
anci 1 would say this is pretty uniform, would not be a party to 
that kiiid of deal if they realized it was froin- on. and most lenders 
are fairly a.stute in this area'.^ 

Theyi are openly aware of the fact that this is a pro/rram that 
they are m for the common <rood. It i« "oi. one of their most popular' 
consumer loan propra::-:. They are willin<r to do it to help out T 
<lon t Jciiow-ot any lenders who are willing to do it to rip-olf Uncle 

Mr Av.w.rv<:\. To I)p fair with you. T would note for tho record 
t.!-t out -J.) Stato^ lja\o a ^IMO ceiii?.<r. and if wo w(m-o to adopt 
rlio NM.nlt^ jiiiKM>(Iiiu>iit, presnniahly tliose States would still keen 
a lowoi ( (Mlin<r anywny. 

Now. j rovision of law which you said usod to work to 

prnhihi! tho Kj^Jo,. fponi consicloriuir nml* If wo W(»ro to adopt tliis 
ariHM)(hn(v,r. *k it your uiHlorshmdiu<r thou that the IcMidor a<rain 
wo ,hl not }>e to look at uml and, if that is so. shoukl tholaw 
iK* ohai)<red in that rospoct? ^ 

\ 
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the wise thing. , , 4.i.T,„i.9 

Mr. AKomNGA. Would the law prevent that? intcrnre- 
Mr PuRDY. Not now, but it used to. At least the VbVt. mtcrpre . 

*"m? YvtivorS'tmit'on the loan would be the fact that a 
st.S/c'rnTbonow n.ore than the ^-^^^^^^^^^ 

"''TfIL. Wo would start with the basic budget of the single 
doiwndent student li ving in the dormitory. 

•''Vr" Mr. Cl,«irm.n, I will be gl.d'to yield to Mr. Bmggi. 

' I (fe have some more questions. 

''"^ui^:t^ion'nlZ^ti«. would have to provide sufcieit. 

rrrvSo,r;.??«:'ol' S^^^^^ 

students arc now nidcpcndont in a va> t at we aei me i 

b's ^:srj.:;;;r;;;;;kr;;y,5i:ro,-^^^^^^^^^ '.-s v,..,* 

corvirc thought wa=«- appropriate, would you aot« 

" ^.'^^^ S'iriiSfiUc. tl,.t .11 iudepondct *deu.s 
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Do you have lUiv idea how niaiiy states liave state laws tliat allow 

ar^'li sS.?-\!l,"„"'i II'J" thc1is,„-es show tl.at tliorc 

I i, r ■ l>»" f"""' '■'■I'" »" lS-v,.„i-ol,l „i„j„rit,v linv 

.Viio"is,!:,r:f ;;:s,,rs!,",:''''' ""■ ^ 

I-or example in Missouri we. have it; in other wor(i>. thev nrc 

n, 1 nH • I'avP "!>ta,„ what they call piivileires, biivi„.r |i,,n,„. 
and otlier tlnnfrs. hut tliey can sifrn a note " ' 

Mr. ANnmxGA. Tiie law is ehan.rin<r ranidiv Fm- inst-inee in«f 

Jlumvn out of the wuulow and we nu.y n„t be able to hang ont,, 

Mr. PuRDY. I think you could answer that as well as we could ' 
to what he C0U.1S n.ifrht ,lo. Currently we are livin-r witS t lu 

1 would say that most .';..ancia! aid people have been verv reluct t 
to let an ui.der-21-year.ol,l student declare hin.self as an n,l /pe d 1 ' 
as lonjr as both parents ^verc liviufr and liviufr tofrether ' 

-Mr. ANnitix.y.. Hut some schools may be behind the times even 
l<raily .f not ,n tenns of what actually happens anu.n,: sVudents 

ifr. Plkdy. I ajrive. 

.Mr. I5KCK. I think what has hai)noned is that rather than sc1i(H)1s 
eaniufr towards 18 as a measure of independence, it has been (,uite 
he reverse. 'I hat where schools p.vvionsly would have sa 
KM^on who has frradnated and has an underfira.h.ate .le^M-ee <r 
into un-a<lmite school was anton.ati.ally considered independent a7 

Cir'evi tf ^"T";i""l T' * >!'"t .liH.oto„,v no 

loii^'ei exists, so I hink it has worked in the other diredion ' 
^ir. ANonixcA. A couple cpiick ones. 'I have ^rotten the si-nuil 
^ou have sufrjr,.^te,l ehan^r,..s be made at the be-iimin-r of an 
nnlnmc yea,^^ ( ,.,ld yo„ be more spc-ific^ I, i. oi.r^m.lerstan.liii;; 

Kleal time, lo wait until .September is a mistake 
Mr. I'nmy. All we are sayinjr i.-, that a . hanfre should not allV- t 

n h.an that is jroiufr to be ma.Ie yet ,his s,.meste,- or e^en ma ! o • 
h. sun.n.er session, but cban-.-. uhiH. may afhvt the process!, ,/ 
..ans that wm.ld be for the 197+-75 academic ^ear. «e think tha 

would be sini])ler for the lender. ' 

and AugJ'stT'" '' ^ " 
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Mr. ToMhAi iiii. Tho thing we would like to see done hero is that 
all loans or all applications which art* being requested for the aca- 
demic year beginnin^r after July 1 would be treated in- the sjune 
fashion, re<rardle5s of when thev had to be processed at the school, 
so that a late application for the currtMit year would not bo iid- 
justcd differcntlv than an early ai)i)lication in this year and an early 
api)licatiou for uext year. would not be subject to tins year's regula- 
tions as opposed to the new ones, whatever they mi«^ht be. 

Mr. Andkin'ga. Finally, the minority nienihors, are uiterested in 
trvinff to look at two general areas: one. to strengthen the State 
program, the State guarantee agency, and to bring some e(iiuty be- 
tween the incentives for going with a State guarantee vei-sus a direct 
Federal guarantee; and, two, they arc interested in the idea of going 
to a totally nonsubsidized program so that wo would do away Avith 
the needs test entirelv for all students. 

It is our uiulerstanding that if we were to accept Mr. O llaras . 
hill or the Senate bill, Ave eould use the existing forms with the 
addition of one nnmeo«rrai)h flier. T was told yesterday it takes up 
to 150 days for the Federal (io\erninent to j.ioduce 10 inilhon new 
forms. So that is something we have to think about, in light of the 
paper shortage. ^. . ^^ 

Also, it is our undei^standhig that if we were to go to a totally 
iionsubsidi/-ed progranu the exi.sting forms and the existing proce- 
diucs and the existing guidelines and regulations avouUI also work, 
that either of those adjustments is not a major new direction that 
would be difficult to explain and gain iindei^standing on. 

If you could respond to that, the impact of either of the two sujr- 
geste(l changes, in terms of the mechanics and timi;:g, we would 
apiueciate it- 
Mr. PuuDY. All right. . , 
Mr. OllAia. ,We might even save paper by not requirmg a needs 
analysis. ^ 
Mr. PuRDT. A good deal of it. 
Mr. Andringa.' Perhaps not million worth. 
Mr. OIIaha. Thank vou vevy much, gentlemeiK for >our testimony. 
As you might anticipate, we will certainly be back in touch with 
vou as the hearings continue, to gain the benefit of your experience 
with this [)rogram to help guide us in our deliberations. Thank you 
verv n'iuch. 

Mr. Pi'unv, Thank von, Mr. Chairman. ^ 

Mr. O^JTaha. Our hist witnesses of this morning will oe Dr. Kay-' 
niond Murphy, \ice president Un ^tudent all'airs at Pennsylvania 
.State T"':fvorr:ity, and John F. Bru*rel. director, of the OlRcc of 
Student Aid, Pennsylvania State University. 

They will be appearing todav on MmxU of the National As^oca- 
tion of State r!n\er.sities and La!id C:r«;nt Colieges, the Association 
of Aineric4in 1' u\ersities. the American Associaricm of State CVi- 
lerres and TruN ersitie^. and the American Association of Community 
and Junior Colleges. 

Cientlciuen, we are \ery anxious to hear what you have to say. 



246 

STATEMEHTS OF HAYMOHD 0. MUBPHY, VICE PRESIDENT FOR 
STUDENT AFFAIRS, AND JOHH F, BRUGEL, DIRECTOR OF OFFICE 
OF STUDENT AIDS, PENNSYLVANIA STATE UNIVERSITY,- AP- 
PEARINOON BEHALF OF THE NATIONAL ASSOCIATION OF 
STATE UNIVERSITIES AND LANi^QRANT COLLEGES. AMERICAN 
ASSOCIATION OF STATE COLLEGES AND UNIVERSITIES, THE 
AMERl^CAN ASSOCIATION OF UNIVERSITIES, AND THE AMER- 
ICAN ASSOCIATION OF COMMUNITY AND JUNIOR COLLEGES 

Mr." Murphy. Mr. Chairman, good morning. 

I am Raymond Murphy, vice president for student affaii»s, Pennsyl- 
vania State University, We appreciate the opportunity to appear 
before tliis committee today, knowing tluit we share a common bond 
of concern for the young people of our Nation, particularly college 
• students. 

The Pennsylvania State University is the land-grant institution 
of the State of Pennsylvania, with its main campus at" University 
Park, Pa., and has 21 .branch locations thrqughout the State. 

Current enrollment is 40,000 students, including tlie 1073 Heis- 
mann Trophy winner, John Capalletti. Tlie greatest portion of tlm 
students of the Penn State University come from family backgrounds 
of middle and lower income levels with the latter paiticularly 
prevalent at our 2-ycar branch campuses. . > ^ 

Students of our uistitution have become incroasinglv reliant on 
Federal stndent aid programs as well as those of the Pennsylvania 
higher education assistance agency. • 

With the introduction of the needs analysis requirement as part 
of the procedure for obtaining State gnarantce^i loans we liave wit- 
nessed a serious decline in the number of students eligible for in- 
terest subsidized loans. 

Corresponding increases have been noted in the numbers of coin- 
plaint's reaching botli my office and those of our president. Badly 
needed funcm have had to be diverted to an institutional loan fund 
so .modest as to meet only the severest of the cases rejected for tlio 
traditional guaranteed loans. 

Additional administrative costs have had to be absorbed by tlift 
university to produce an ever-declining yield for our students. 

I am pleased at this time to present Air. John Brugel, our director 
of student aid, who will furnisli you with greater insight into tlie 
problems associated with this particular pmgiam and tlie impact 
it is having on om' students. 

Afr P,r.i:GFX. Thank you;^ Dr. Murphy, 

Mr. Chairman, I have a prepare(l text, biit I will not follow that. 
I would ratlier just higlilight the major points wliicli are contained 
ill tlie text. 

Mr. OTIailv. Before you proceed, the Cliair will ask unanimous 
consent timt the full text of tlie statement suhniitted will appear 
in th() record inunediately before your oral testimony. 

Mr. BiiuoEL. Thank you. 

Mr. O^IIaka. Without objection, it is so ordered. . 
[The statement referred to fpllows;] 
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Statement by John F. Bkuoel, Director, Office of Student Aid, Pexn*syi.vania 
State Uxivbksity, on Behalk ok the National Association of State Lni- 

• VEB8ITIE8 AND LAND GRANT CotUXJES, ASSOCIATION OF AMERICAN \ NnXBSlTIES. 

American Association of State Coi.i.wjes and LTniversitieh, and American 
Association of Communii'y and Junior Colleges 

The growth of the Gunrnnteed Loan Program (GLP) and its increasing im- 
portance as a sonrcc of financing educational costs is Wfll Uocumenteil. Al- 
though beset by uneven administration and intermittent restrictions caused by 
tight money, the program grew from less than fifty thousand (4»,4l>o) bor- 
r(m-ers during the fiscal year 1960 to over a million (1,250,290) bofrowers dur- ^ 
ing the fiscal year 1972. The aid available under this program exceeded a bil- 
lion dollars ($1,301,576,723) In fiscal year 1972. Program activity has declined 
during the ensuing fiscal years. This decline is attributable to program 
amendments Introduced by The Higher Education Amendments of 1972 (P.L. 

The introduction of ''need" (determined by formal need analysis) as a pri- 
mary cotidiUon of eligibility for an interest subsidized lotjn has effc*ctlvely 
original guidelines. Both educational and lending institutions have been 
eliminated many middle income borrowers previously eligible under the 
given the "fiexibility" to "over-ride" need analysis findings. However, this factor 
probably liiUuauces as many Inequities as it eliminates. Some students «nd 
their families recleve special cop»idpration while others do not. Xhe oi)eratlonai 
guidelines for exceptional decisions have been vague and the quality or decisions 

""institutions managing large programs will, most typically, have neither th^ 
time nor staff rex)urces available to systematically consider each case for 
excepUonal treatment I feel that this generalization holds for both educationa 
and lending institutions Involved with large programs. Those receiving special 
consideraUon will, for the most part, be those who are most vocal and per- 
sistent The less vocal, less aggressiive families will, in many cases, be 

^^'J^rl^nsylvania State XJnlTerslty Guaranteed Student Loan (GSL) activity 
h&s paruiielcd the national trend. Program activity, as measurpd by dollars 
available to students, has declined steeply. CurrenUy, fiscal year 1974 activity 
projections indicate a thirty to forty percent decline over fis<»l year 1972 
activity. The Pennsylvania State University Office of Student Aid has Increased 
computer capabilities and added staff In an effort to coPf with the revised 
euldellnes. Although current administrative costs exceed $50,000, and the work 
load has increased substantially, tUe yield of loan assistance to students has 

decreased sharply. , ^ 

Currently the GSL program is administered centrally for twenty campuses 
of the University. Thus, the problem of personalizing the treatment of excep- 
tional cases is a geographical as well as staff resource problem. Nevertheless, 
fn an effort to introduce flexibility into the GSL. the Office of Student Aid 
initiated an appeal procedure with the change-over to the new guidelines. The 
applicant receives a letter which states the recommended loan amount and sug- 
cests steps which may be followed if the decision is unacceptable. The appeal 
procedure alldks for the consideration of exceptional circumsUinces such as 
income redi»cti)>n, change in circumstances after submission of financial data, 
and reduced expectation due to non-liquid assets. This procedure provides relief 
in some case/but freduently does not sufficiently change the recom mended loan 
amount to i^ovide what the family fpels is necessary. All oo often the appeal 
is nn emotional outcry rather than a quantitative demonstration of need. 'Tho 
GSL does provide codes which may be used to increase the recommended loan 
amount. One eode--"eannot hin^f expected contribution from income is 
prmmmv the uu>st appropriate response for most middle .income f-! !es. IIow- 
cver the «3e of this code for .:^ost appeals vitmtes the concept of need annlysis. 
In<;tituHons were initially cautioned about their accountability for exceptional 
decisions. This code was to be employed with great selectivity as a dispro- 
portionate" use might suggest the %^d for federal audit activity Later. insU- 
tutlons were "reassured" thnt if "refsonable dm>umentation" existed they nee(l 
not fear audit exceptions. Frankly. n\y experience to date indicates that what I 
coasW^^^^ may not be in agreement with what an audi or considers 

re- W)lc Thus a program administered "loosely." while benefiting the stu- 
dent exlTo^^ the institution to some degree of liability relative to the personal 
intc^prelation of such elusive factors as need, exceptional circumstances, and 
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rea.sonal»le docuinontntion. A progVain ailministeml '*tiglitlv" throws all the 
resi>on.sibilit.v for llexibiliJy on tlie londing institution. 

The major point is tlmt iiexihility W unevenly administered and places rn* 
Inordinate responsibility nnd burden on lH)th the colleges and the lending insii- 
tution.s. Given Weuticnl circumstances, some schools and banks will rwomniend 
a subsidized loan while others will not 

XKKD ANALYSIS 

pArmal need analysis ha.s not proven to have the aljllity to reasonably deter- 
ndne tlie higher education purchasing ix)wer of many middle income families. 
The exi>ected parejital contribution derived from need analysis ignores the 
drain placinl on families for such items as credit purchases, home improve- 
ments, and mortgage payments. The contribution expected from current income 
often exceeds 20% of after taxes income (see attached casus l-d which received 
"0*' recommendations for guaranteed loans). Middle inccuue families are fre- 
quently indebted due to credit purchases. The necessary monthly payments con- 
siderably reduce the actual dis<-retionary income available to meet college cost^. 

The attached .study l^y Hragfl and Ilofmann indirates the sul)stantial impact 
need anal.vsis has had on the eligibility of middle income families applying for 
a sulNidized GSL. Hrietly, one out of four applicants who prevlou.sly were 
eligible for a Sl.noo sulKhii/eO. VuiU were totally inelicible for the inttr^st sub- 
sidy benefit. Others were found to be eligible for only a snuill portion of the 
mnximni:; (st-e Graph I, page 18). The n on -subsidized loans have in luanv 
instances not been an attractive investment for the lending institutions and 
conserpiently, families have been in a position where they cannot afford to meet 
educational costs out of current income and are unable to borrow. 

BKC0MME.VDATI0N8 

/. J^emore the need nnnljms m/Mfrcmenf.— The need analysis requirement 
.<?bould be amended as follo^N's: 

A. Establish a $l.r,00 loan/.?1.5.000 adjusted income or .<;2.000/.$20,000 
breakpoint where eligilJilify for a subsidized loan is not dependent upon 
need analysis findings. TroWde the opi>ortunity for families with 
•adjusted incomes above this point to submit to need analysis to deter- 
mine eligibility. j 

3. Require an affidavit of edkcat tonal in tent. —An affidavit affirming the use 
of loan proceed.*^ for educational co^ will reduf'O the potential for loan abuses. 

1 Loan maxitmim net other aid. — Require that the amount of the s^ibsidized 
loan not exceed cost of attendance net other aid committed to the student. 

4. yonauhftidtzed loans. — Students found to be ineligible for a subsidized loan 
under the above giddelines should be permitted to borrow on a non-.sub.^idized 
basis. 

5. Immediate action is necessary. 

CaNr No. 1 :< Mi^s N. B.— applving for OSL for junior year of .^tudy— has had 
tAvo DFCviou^ stib-<idized guaranteed loans. 

1. Father: Age 48, social worker. 
Mother: Age 47, housewife. 

Fajnilv two cinldren, both in college (SUXY, PSI'). 

2. Income _ SiO, 820 

Taxes 2] :t70 



OST.adu 



i>iuit\ account - 



Turome snppb'nn'i\t - S|0*>. 

I^irrnt^ con<ni)ii(ir»n (^tota! of forh(»tb childn-n). 

J^tu<i<*nt contribution . 

Student rc'-ource 



■ M, 


2.")0 


0. 


200 


- 2. 


100 


■ 11, 


300 








:)00 




02.'> 



Total ^ 3^ 200 

.5. Kxpcrtcd parent*? contribution e(|ual.s 30''c <>f after taxes income 
6. "0" GSL Recommendation. 
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Case No. 2: Mr. M. B.— applying for GSL for junior year— has had two pre- 
vious subsidised guaranteed loans. 

1. Father: Age 49, factory worker 
Mother: Age 47, department store employee. 
Family has three ehildrcn, 1 in eollegc. 

2. Father's ineome 7 800 

Mother's ineome - L 

^ . . 19, 540 

Total meome 1--540 

Taxes 

^ , , 19, 000 

Total 

GSL adjusted ineome— $12,138. 

3. Ucsidenee equity - ' 400 

Bank account^ ' _ 

^ , , 18, 850 

TotaL-: 

Ineome supplement— $1,303. g 508 

4. Parents eontribution - ' qOO 

Student eontribution 

F -1 6 tribution ^' 

5. Kxpectcd parcnVcontripion cq'uals 29 pcrcVnVt^f'af te^ taxes ineome. 

6. "0" GSL Reeommendation. 
I Probably a subsUnUal under esUmatlon of taxes. 

Case No. 3: Mr. W. O.-applymg for GSL for junior year-has had two previous 
subsidized guaranteed loans. 
1 Father: Age 47, telephone repairman. 
Mother^ Age 47, housewife. 

Family has two ehildren, 1 m eollege. 

2. Ineome V 2] 245 

Taxes \ 

, 14, 335 

Total k --- ' ' 

GSL adjusted ineome— S 1 1,922. j 000 

3. Ucsidenee equity '/"^ 5OO 

Bank aeeount " _ \^ 000 

XJompany stoek _ 

12, 500 

Total 

Income supplement— $649. ^ 3^ 3^3 

4. Parents eontribution gOO 

Student eontribution _ 

3,963 

6. "0 GSL Reeommendation. 

Case No. 4: Mi- S. 0.-a,»plying for OSL for senior year-previous recipient 
of 2 subsidized guaranteed loans. 

I VuXhi^T: Age 53, manager of regional gas utility offiep. 

Mother: Age 47, housewife. $17,640 

2. Ineome , 2,599 

Taxes ~ 

. 15,041 

Total ----- " 

OSL adjusted income— $1^,626. _ jgO 

3. Rcsidonce equity "['l 400 

Bank aeeount - 

_ . 6, 580 

Total 

Income supploment— (~$l-')2). _ 3^ g42 

4. Parents eontribution 5OO 

Student eontribution ^ _ 

' 4,342 

5 Kxpcct^Sr^^lSuin^^ 
O 6. "0" GSL !{*Tr»mmendatioii. ht O \3 
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of "(^^^s^^si^^^^^ j"-- year-previous recipient 

1. Father: Age 64, bank guard. ' , ^ 

Mother: Age 63, "semi-retired**. I \ 

Family has one ehild, the applieant, 

Ineomo. 

Taxes.......: ' $13,050 

- 

Total "TTT"- 

GSL adjusted ineomc — $9,495." 

3» Residenee cquicy 

Vacation homtf. 6, 500 

Bankaeeount. 20,000 

200 

Total 

Income supplement— $966. 28, 700 

4, Parents contribution 

Student contribution * 

Social sceuritv ' 

-/- \ 810 

r c Total family contribution/. TTTI 

t •^•'?SCrSi'o"^:°" 22%Vf-afVe;VaVe:sincome;--- 

Of ?h^eeSaran& /u^sS'iZj"^ ^"'^ '''"^"^ .vcar-previous recipient 
1. Father: Age 61, middle management 
Mother: Age 56, housewife. 
Family has two children, 1 in coIIckc 
^ 2. Income 

Taxes . r $14, 150 

1, 500 

Total — 

GSL adjusted income— $9,735. 

3. Hcsidence equity 

Bank account *" 30, 000 

500 

Total — 

Income supplement— $"l, 368. 

4. Parents contribution 

Student contribution ^ 2,817 

Students savings 

* 200 

. Family contribution 777^ 

IntlTt nf fhn .JJ^^.""'^ ntivaneed by this broadly based legislation It Is the 
Snfri'anP™ Ic^slatlo^; tho Guaranteed 

unlvpr"lty " ^ " '"'Pnc'Pd "n the students of one public 
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CBioUed. If the •tttdenfi adjuited lamUy income was '^^^SjgSJP^i^JSSSS 
tobe aMumed by tbe student ThJt form of student TSlSST^S 
ZSubte InduOiliel by famlUes who were denied Institutional «^ 
to"SSS£«5SnVK^o7 student Inel^WUty on the baris ^'^^^j 
MaSaU. The profram has, since lu IncepUon. aerved ta a vr^rj ^m^^ 
CSS^for mldSSawme famlUea. The guaranteed }^J^^l,^^S^£t 
iJ^iiu^ h» fttudpntji whose KTOSs annual Income Jb above ♦T.ow wnereas u»e 
^Xtmi^X^t^t^yt been primarily utiU«d by atudent- In the 

S'ta y-e'^ljr^ It appeared that Its Intent reU- 
tiT?^£i^a8L? waS ttSld. First. It sought to eliminate 
iIJ,rted •busei to the^rogram. In an effort to reduce Uie Incidence of atodwts 
Jffthe iwm fOT pnrchaSes unrelated to their educational need^ an affldarlt 

S^£^5.^te:.^"irS^t^.rs srs^to wSeT?" 

Smwi/fSSKe^ Sni^proMdures. It wa^i felt that this "STlslon would 
SteiJSriSSs to those families wlth.adjusted Incomes In exce« of 

**ffiS**?h^Sn.f analysis was prorlded to reduce the flow of 

fJ^^Uddy^TloMly al^gn^to families who could, and would In fact 
S?-n^ STedicStton of their Sffsprlng exclusive of this subrfdy. The federal 
SSSS Sj^^rthlS Inner could then be effectively channeled elawhere to 
aenre other sodal purposes. 

'1 d^ptlTe study was InltUted In an effort to «?|««_^« *^J?S{.*'lt!ite 
Jwii^aniiP on the potential student borrower at The PennsylvMla State 
n^^tar The daU were «t^^ «rom the OSLP applications recrtrfid by 

KTtbe dku reported are applicable to a populaUon of 1.000 dependent stu- 

'^n^e«SlLCeS"ofTe'S^^^^^ the investigator, bought to detof^ne 
tb?MSg*l AdJusSd fkmly Income: 2. Number of dependent children 
In fai^ll^Ts Amount of requested loan; and 4. Amount of i-ecommended loan. 

DefMtion* and Umitationt of itudy , t^«. 

5uch of this study deals with data reported In terns of ??J»«ted mcome Ms 
la Oie Income level determined on the I-enders Report OE Form 1*"" ''Y,'5{1,^^^^^ 
^nnwd under the previous regulations to determine the applicant's el^blUty 
the^t^rertVubsldrTo determine the adjusted Income, the gross Income Is 
r^u^ by l^/plu8 a deduction ts allowed equal to the number of dependents 

•""^"".^m^mS^l loan amount Is the a"'r^ /uKtln'rex'S 
RuhsldT under the new regulations. It Is calculated by subtracting expectea 

.IUrtm«n. Kobert W. Credit for CoUeac Carnegie CommlMlon on Higher Eduction. 
'*'r„^r/in^'o«:T<{k-V';Vnrd';n^ „%'^""iS*.,X"" -.ce» provide, by th, 

p/rill-nr/rtt :''l>Vnn.\w."^^?«?i«^-l2T6§r•Non.^e.,d«t_,4.065. and Co^. 



mutfr— $2,379 
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mn^ tZ nV- ^ fai-tor Is .•„n.si,l..r,.,l n.inin.iil. Tl... hlas Introdua.l l,y tlm 

utUlaitlon of (lllTLTcnt university Imdgcts cannot Ik; ostlmato.l. 

Finding! 

m^l«nTnPn,n„''^fI^'"'l/""'','?' "PPHcants was $0,745. The 

median Income for .•.!! ai.plifants xvas with the iixxhil adjusted Inoime 

analyzed 17% had adjiisti'<l Incomes of less than $0,000 ; 75% had adluste<l 

fuZ'clX ff'"«.^l=:»«" Tl^- >md adJuWe<l incoLfabore 

}}, u , ?"^'*' '"«l'«'te that the heaviest demand for this tyiK! of 

funding falls In the middle-Income eatesorles 

w,?$8To*M'^VhT 7;!}'r"i *l-3»2 «l.ne the avc«.Re loan recommendnOon 
tKmniltlnn c;,.I.2\ • ""^ f'wleral procedures, the applicant 

.neitc.f Tn^^f*^' rtK^lved a riwma.ondafl.m e^iuallnK 50% of the amoint rc- 
?hri^nm„,„,?H .''f '""'">/'r imve a sul.stantlnl effect on 

^rllTT ^ »>"* I ulntlon studied, an In" 

crease In family size «as asso<-iate<l with an Increase in gross income This 

Table II. These data appear to indicate that when controlUnr for family size 
loan^re<,ue.st« were .submitted from families with conMmrahle\diusted Income 



TABLE l.-AVERAGE LOAN RECOMMENDATION. BY INCOME LEVEL 



Adjusted income 



0 to W99 

Jl.OOO to $1.W9... 
S2.000 to $2.999... 
J3.000 to J3.999.... 
KOOOto $4.999.. 
$5,000 to $5.999.. 
$6,000 to $6.999.., 
$7,000 to $;.999.. 
$«.000to«.999.. 
$9,000 to $9.999.. 
$10,000 to $10.999.. 
$11,000 to $11.999.. 
$12,000 to $12.999.. 



Average 




recommendation 


Number 


$1,011 


9 


1,&80 


15 


1.662 


13 


1.423 


35 


1.30? 


44 


1.239 


54 


1,017 


S8 


1.025 


90 


886 


118 


781 


lOS 


821 


90 


S71 


93 


286 


?? 







Adju$tej Irtcome 

$13,000 to $13.999.. 
$14.000 to $14.999... 
$15,000 to $15.999.. 
$16,000 to $16.999.. . . 
$17,000 lo $17.999.. 
$18,000 to $18.999.. 
$19,000 to $19.999.. . 
$20,000 to $20.999. . . 
$2*.000 to $21.999.... 
$22,000 to $22.999... 
$23,000 to $23.999.. . 
$24,000 to $24.999.. 
$25,000 to $25.999. . 



Avenge 

recommendation Number 



$296 
273 
161 

6 
162 

0 

- 40 

3S0 



600 
0 



67 
55 
18 
16 
13 
5 
8 
6 
2 
4 
4 



lol? 1 n» f n^omnu;naoi| loan «nu»tnit. n...^«».iatoiI uitli ndjusteO income 
u illiLstratod III (,raph I. The Hrar aroa nmlcr tlie cnrvo roprcsent.. tho 
i Mv«i/»'^iT"'^'"^V^^'^ provisions miulrInK need 

nr« 1^^^^ ""'*r f reprc..st.nt.. the Jlow of fo.Ioran.v sxxUsU\\z,h\ loan 
rwllntlol!.! ocrarrc'd unclcr tlio oritrlnal ailju.stt.d incomo 

,1 Jr^nJiu^? "'"\^^-^»"»^t **-M»H't. tliat the nH'omnion(le<I loan amount 

nrpa ImHcates. tho mlnctlort in (.|lKlhiiity for intoro.st henent.s Is most pro. 
?I!n?m l".."'"* ac jnstiMl Inronu. catoKorio.s from $10.(X)(K5in.OOO. Ono of tlu» 
lo 'o tl- proRram i.s apparent in that somo appli^-ations from the* 

Houovor. tho imidcnco rato is low. 

The rm»mmon(|(Ml loan data whon reported a.^ nvoram ma.^k and are 
afToited hy the nnnd.or of .?(> reronrmendations. Thc^^e .$() recommendations 

Z Z -^^^^^-^^^ ^^Hl/^r mmlly are nZiZl 

to I»e adefiuate to meet the institutional hudKet. A.^ Is evident in Tahle III 
he^ ?0 n^omn.endatioiis oeeurred in even the louest incon.e eategories fdue 

wte^Z'm^S ''"""^ ''^"''/^'^ 
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TABLE II 



I 
I 



Number 



Children 



Average Avtrage 
adjusted recom- 
income .mendation 



227.. 
311.. 
235.. 
120.. 
72..... 
35.... 



$9,090 
10. 130 
10, 3i2 
9.450 
8.972 
10. 488 



$620 
720 
774 
940 
1.010 
811 



for all applicants receiving a r^nm ^^t'^' ^^'^ median adjusted income 
raning.„''^e$12.0.;^T2!S^''„di!,s/^^^^^^^^ '^^.SSO with the n>ode 

Thus, nearly 30% of Aie^nnfnH^n ^Vi fC/^*^'''^'^^ recommendations, 
ineligible fo-TnLLt'LX benem^ThTs to f ^?""'^ 

analysis findings rather thanTid coSf«^^ TT„^^ »l'^ "^"f Primarily to need 

Our colleagues, lending institutions and students hn— ^^.^n ««. 
Of the problems caused by the revi.sed GSLP trsom^"tU"krvTr ^L'o^ 

TABU III - RATIO OF NUMBER OF ZERO RECOMMENDATIONS TO THE NUMBER OF APPLICANTS WITHIN mroMr 
CATEGORIES BY NUMBER OF DEPENDENT CHILOnEN IN FAMILY 



Adjusted income 



Number of children in family 



2 



0 recommendation 
Total Percent 



Oto J999... 
$1,000 to $1.999.. 
$2,000 to $2,999 . 
$3,000 to $3,999 
$4,000 to $4,999." " 
$5,000 to $5,999 
$6,000 to $6,999 
$7,000 to $7,999 
$8,000 to $8599... 
$9,000 to $9.999.. 
$10,000 to $10,999 
511,000 to $11,999. 
$12,000 to $12,999. 
$13,000 to $13,999. 
$14,000 to $14,999 
$15,000 to $15,999 
$16,000 to $16,999 
$17,000 to $17,999 
$18,000 to $18,999 
$19,000 to $19,999 
$20,000 to $20,999. 
$21,000 to $21,999 
$22,000 to $22,999. 
$23,000 to $23,999 
$24,000 to $24,999 . 
$25.COO to $25,999 
$26,000 to $26,999"' 
$27,000 to $27.99Sr' 
$28,000 to $28,999 * 



1 2 


0 1 


06 


0 7 


0 1 


0-6 


0 8 


0 7 


3 18 


0 8 


6 15 


1 12 


3 19 


0 14 


3 12 


1 31 


3 30 


9 41 


7 27 


3 30 


9-21 


6 26 


10 14 


11 33 


18 19 


14 30 


18 19 


10 17 


7 9 


14 18 


1 1 


8 10 


3 3 


7 8 


0 0 


4 5 


0 0 


2 2 


1 1 




00 
1 1 


1 1 


0 0 


1 i 

2 2 


0 0 


0 0 


0 Ots 


0 0 


0 0' 


0 0 


0 0 


0 0 


0 0 


0 0 



0 2 
0 2 
0:4 

0 6 
2 7 

1 13 

1 13 

3- 23 

2 28 
2-22 

5 20 

3 21 
10 17 
10 17 

7 16 

1 2 

4 4 

4- 5 

2 2 

6 7 
2 4 
0 0 
0 0 
0 1 
0 0 
0 0 
0 0 
0 0 
0 0 



0.4 


0 1 


0 0 


0 0 


0 0 


0 0 


0 1 


0 1 


0 0 


0 8 


0 4 


0 2 


0 5 


0 4 


0-2 


0 5 


0 8 


0 1 


1 6 


1 4 


1-2 


1.18 


0 5 


0 1 


1 7 


28 


0 4 


0 17 


1 7 


0 2 

1 8 


0:9 


1 6 


2 12 


Ml 


0 2 


3 6 


2 5 


0 0 


2 6 


2 4 


1 4 


3 6 


2 2 


1 4 


3 4 


00 


0 1 


0 0 

1:2. 


1 1 

I 1 


0 0 
0.0 


1 1 


00 


0 0 


0 0 


0 0 


0 0 


M 
0 0 


0 0 


0 0 


0 0 


0 0 


2 2 


0 0 


0 0 

1 1 


0 0 


0*0 


0.0 


0 0 


0 0 


0 0 


0 0 


1 1 


0 0 


0 0 


00 


0 0 


00 


0 0 


0 0 


0 0 


0,0 



1 9 
0 15 
0 13 
0 35 
5 44 
8 5* 

7 53 

8 90 
17:118 
13 105 
22 90 
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to be addressing ^.^..'^^^1^ Sfe'r" E^'^^C Ic^oJ l'^ 
operaUonaly with the «r'8'S"LSt to "A^""'^ "consumiv 
which established the GSLP so»^ht to mlddle-Income families. The i.^gher 
Uon" tJirough the provision of a subsidy for mlddle-mco^ia^ ^^^^ .^^j^^, 

300 illllon dollars In a nine year period. revised, substantially 

• Th,. findings of this ^tu^y suggest that GSLP.as^revisea ^^^^^^^ 

wi^Udraws the federal f.^'""''^^ and further 

. he well meaning Intentions of a "JJf^ljff ^P^„";^\Keir lending 
/sUU exists with regard to f'a""^ j5'%P^°f™.7tut?onal r^^ or to 

institutions are reluctant to override /""'"Xtotlonal Institutions are 
grant a ^onM^z^ lo^n Jor^^^^^ ^„^,y3,, 

-cr^c-rs-ubStia^^^^^^^^ 

•rrortt^du?a\tna?&^^^^ 

issue of Indlvldnal versus social ''e"efi^,,'^^^;7!' 'V^die-income families. The 
summary withdrawal «nt'«> rSnctlonwItt Sana lysis and a 
Srn^ bSo" ts^a^Ja^^^^^ degree of financial stress on 

many middle-Income families. nurrently regulated. Is Inadequate. 

The authors contend ^hat the GSLP as currently r^^^^^ ^^^^^^ ^^^^^^ 
Formal need analysis has the^ab" ty to fa riy and ac « ^ families, 
education "purchasing POfer ' of the lov^ Income ano^in^^ contribution for 
However, when It attempts to Identify aPPropriate p^^^ ^^^^ ^^^^^ 

middie-lncome families. It tase« these .amlHes for^t^^^^^^^^ „,Iddle-Income 

rsKrxuo" sr/.r.'»rs.-'.» ... ...... 

time payments on consumer Items. 

commendations are ba^^ Tro^^-^l^gt^-edurra^ ISft 
there are substantial «"«<al ^,«"«"%„^,",'^!"/^4Tde i^^e^^^^^ 

threefold Intent of Congress when the pSI'P w^s revisea ^^h a 

!e.4 tiian $15,000. It should be no ed t^at W 19«5^pu'-cha«l^ po^e^^ 
'r= r ^?hiYn.e";:S I^TZXSXl. ruld be examined In 
liKht of the Inflationary ""^Jo" which has o^^^^^^ ^^^^^ ^^5 000 

,.„;^;.K'rh'j^brre\*er;*fo'a;;rro^ 

formal .-K Hi analysis. . , , j;ffi„„u 

\rr Brt t.fi Xs I am sure vou are well nwan-.. it ms Ijeen a difficult 
von for thif^u'aranteSrs^ loan, for the ^^-^m^ e.taW,^^^^^^^^ 

also for the educational <-omn,un.t,es T w.ll not f "^^Jf^^^ 
to tlu' l)r.-,l.l.'>ns Pxperionre.! ))V the l.nnks or some of the mutual 

''f n^nr;:e';;;?Zn^^ -'<^- 

voL.e hrsTleJ;ea.sl;rsi,nific.ntly in the area of guaranteed loans. 
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hseal 1074 tl.at tl.is cleclKo kanJinZr'' ' ^'"'^ ^'"^ 

(o homnv ,„ulir Tl . . „ ? the ,„m-..,sity eligible 

luies. These are onl fn l J'';' V""^ iweivoa under ti.e new .ruide- 

st.Kly vhicl. we fon I very I e" j J^'^ I'-lf'^ du' indin-^ of our 
every four api.licants wl.o nn in i ^'"'^ out of 

tI.e l>n.gra„/iere "oV o o7. 'tot' 'iif n II 'i"^''^'^ 
interest-snl)si(lizc(l basis ' ">t'li^b}<« to borrow on an 

, tlu?|,iS',i'S4^sr:!,;;V;;;^^^^^^ -tb adjustd i,K.on.es in 

...ended .uuler tin' analysis ' ^ " "^''i"- '''^••o'"- 

of ir.a; dollL. to ;>„V;,'|d;:i)' '^ ■"-^'•'•^'•^ ^'^^ re,lueed flow 

wl.l^st'i!:n,^Ur::^^ .'^Jl how of doners . 

wum of .1 ,b..„- a,l,u.ste.l annual fan.ily inoonu. was SlS),, 

;^;.;2..:<.and;i.-i;\^i:- 

I law I made tiiat rlear^ Fine 

£|l ;;;;;; 

l-'UH^^^^^^^^^^ a ^e^^ .M.b.stnnf ,al .-on.nl.utu.n eM.e,.ted iVon. the fan.ilj 

•Vow, one of the diflindties uhieb I an. sure has boon hron.rhr tn 
<'v<'.-y..„e s a.teut.on ,.s the need-, analvsis. itself., e fa ' 1 und ' 
".""•'^ • -'".non-allo.al.le exp.-uses Jl eh , n J . to 

the ron.,.,uat,on to <lenve the ex|,eete,l ...ueut.- eo..tr 1 u i n Snr 

\ Xr 1^:^^^^ ;," .-ontriLutior.. ' ■ 

ne;.,k Iv '^"/<l'l<''m-..t is d..ri\erb usin-, 

nm s anal. s,<. Iron, the assets a fa...ilv holds. 1„ „.auv ea.ses these 
assetsmay be ln)/en:ane.\ani|.leisbou,ee(|uitv " 
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The intijor point made with the iioods analysis i.^ that it ^xpccts 
coniMlii.tion out of iiiconic where many of o»ir middle income famjlios 
are in fact li\ in^r on that current income, have a post-financini^ lifo-^ 
style, live on credit pnrchases. Thoxv income is committed and, con- 
sequently, thev ha\e not put a jrreat deal of money aAvay to siipport 
educational purposes, nor do (lie\ have a p-eat deal from current 
in«'ouie to support tliat. , , , 

Xow, what needs analysis has done is throw this whole question 
of tiieir lifestyle into (|uestion. Should they, in fact, have obligated 
the-msehes previously to certain pinchases to tliat now they must 
eitlier take the dollars that they have already committed J^'P^i^- 
chaso or stop payin^j on those bills to make dollars available for 
higher education? x • x * 

Now, several studies have been conducted that indicate that, m fact, 
tho expected parents' contribution is not reali/.ed \vhen the student- 
oxj)lains in a research sur\ey what he has received from his parents. 
I could cite those, if necessary. . 

Another difticultv we have experienced with the pro-am is Uio 
flexibility ' factor tl'iat is supposed ,to be allowed to the insUtut4ett-"' 
and also' to the banks. In some cases this flexjl)Uit^^-j^rry exercised 
and the intent of Congress is then honoVed, I think in ollrer cases it 
is exeivised due to the persistence or persuasion of the family, and we 
llavo a very uneven administration of this flexibility factor, home 
people will'i-eceive the benefit of it, others will not. , 

Finally. I would like to make some comments or commendations 
in terms'of changes in the program. 

First, I would suggest that we remove the needs analysis ^-equire- 
ment and establish a break point eith(?r at the 15-15 level or 2,00(>- 

"^^^^ Tirink this should stem the major tide of abuses which have pur- 
portedly occurred with the program. , , , i . fi n\A 

I would suggest that the \ir.xn maximum should be net otliei aid, 
looking at the institutional budget, looking at the aid permitted to 
the student, and then a loan recommendation based on that. 

I further suggest the continuation of the eligibility of non-sub- 

sidi/.ed loans. . • ^, ■ 

I would finallv,,nrgc immediate action inihis area. 

Thank- you. Mr. Chairman. , . 

M VilsHA. I appn-riutc vour tostin>ony. I think tl.o, points you 
make; are. excellent Tlearlv it is the intention o the sponsorcs of 
e^'4a"on that the loan n.axiinnn. he net other aid. Tl.c law morc^^^^ 
le^s requires that now. but if that needs claniioation. we will clarify 

'^'l did not catch the fifruro. I think in the hepiuninfr of your state- 
,„o„ o mentioned that vour volume, the nn.nbcr of students re- 
coi".n;V su, h l<,ans was down at l>eni, State. Did you, sugpjest the 

''TVZ:::!:!Y^^t^ni^^^^^ .v- inH-I didn-t rnention these 
fun 1 Mr. Chairman, hut we had 10.20() '•'•'•'•^^'^ ^'''^'o^";,^^^^^^^^^ 
e>u of fiscal 107:5. 7,S()() borrowers which is a reduction of 215 percent 
on tin t vo .u e W that same perio.l., there was a 7 P^^'^'^'^ ^f^}^; 
?ion in dollars awarded to our students under that l.roprani, from 
$11.5:50.000 to $9.53:5,000. 

2u4 



ERIC 



258 



effSJuvS^toTn^To^Se offi iV''^ ^^^"^ '"^ '''^ «P«">ting 

excluding those who don^nS^ '"^T'"^ ""^ ""'-V 

every four borrouTrs rPHm?^ 1. i i * "PPrfe.nately one out of 

V n'M ^ ^^'■^"'"'v does. • • 

co;,ratn":";-o,! ?;:;\"pp;t£"f;:;''' ^"^'^"'v-^--- ^ --^ to 

think it is very instructive ^ '^"^ '^^""^^ ^ 

ploved. They ha -6 two rS / " ' S',"' '""^''er not em- 

New York, -one at IVn St fe' Th?']'?.*'' ^^'^ '"i versity of 

found for that fa.nih Tith^ fi Jo '""^^ ^^^''^^O. The need 

the need is zero ' " ^'""^^ "'^"™< k'tls in college, 

peSt o7fh;:ft;?-t?x"!n!;x'oi rv''"!'"".;^-'"^'^ -^^-^^^^ 

is realistic, I don/knmv mI T ^""u ^-^ ""-^'""^ ^^""^8 that 

Mr. Buvor,.. Fo, clarification 1 .f'!^'" ^^"^ ^^^^ y^'^'^- 

perconUignreis thec^^^^^^^^^^^^^ that that 30- 

^r. O H.MiA. ^Pve^thploss, 30 percent. 

a clSrtm^nt^s^o?; ^'n./v Imvo' tlT;:'' ,",1 ' '""'^Vl ^^'^ -"^^er in 
total income of slo'o OO^p "In '"'"'^ of them in college, 

dation. "P""' i" ^ero recommen- 

drJn''"onP in colL^" ■^'--^■^'^'-""^l telephone repairman with two chil- 

and tooTfigur^^^ ^"^ ""^'^ '"V"« '^^"P* ^^'^ §20.000 

udi..^edinctrfamS!"ilK 
' that T am wanting all „f them to borrori2 000 ' " * 

tir'd in! " ""f '» <l» ■■'"•■nt lo wl.id, nssMs ,ro fif. 

o take. SOI „p o!lier. sinutir arti„„ ,„■ t„ i„„,.o „„( of the home Xv a?J 
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]Vfif Bruoft,. I certainly agree with that, Mr. Chairman. The assets 
really are not the major problem with this because in looking at these 
cases, the income supplement amount which is then added on to their 
adjusted effective income to arrive at the contribution really does not 
liave a great substantial effect, but it is a f^tor. 

Many people have suggested it is a inajo^ factor. 1 would not say it 
is major, it is just there and certainly docs work a disadvantage. 

Mr. 0'Har.\. Last fall we had some hearings on the operation of 
the needs analysis system. It seems to me that the basic problem is 
that we are using needs analysis here for something that it is not 
really designed to determine. It is one thing to say, yes, if we are 
going to use needs analysis, and before we make a grant of public 
funds to you we are going to make sure that you are making sacrifices 
-yourself.^But here we are not talking of a grant of any significant 
amount of public funds, we are talking about a loan. It seems to me 
that you ought to use different standards. Tliat is of course wh.it I 
propose to do with this bill. 

I don't tliink the standards that apply to applicants for grants of 
public funds ought ta be the same standards that we use under the 
guaranteed student loan program. 

Mr. Andringa, do you nave some questions? 

Mr. Andringa. Thank you, Mr. Chairman. 

John, how many^tfampuses does your financial aid officer serve { 

Mr. Brugel. Twenty. 

Mr Andringa. Your staff numbers how many? 

Mr Brugel. Ten? working with all the programs. We have two 
staff members who work vii-tually solely with the guaranteed loan. 

Mr. Andringa. And they are in one location. 

Mr. Brugel. I would a^d, if I might, that we also have personnel 
in each one of the branch campuses who work to assist students, but 
all the pai)erwork and decisions are madfe centrally. 

There are individuals, either assistant deans or assistants to the 
deans available to work with students. ' 

Mr. Andringa. How many applications from the 20 campuses last 

^""ul Brugel. Last year, fiscal 1973, it was down to 7,800 borrowers. 
When we say applications there could be a variance there but 1 tnink 
it is roughly in the ball park. 

Mr. Andkin(JA. So we are talking about :\ or 4,000 applications p6r 
full-time person devoted to the ta5k. When the workload is at a peak, 
do vou put other veoph on ? 

Mr. BuuGKL. When the workload is at a peak m any of the progianib 
that we work with, we ask stuff to perforin the staff responsibmty, 
which is to hail us out, if you will, during that period. We do have 
other staff who assist with appeals. ^„„intpH 
Our experience has been that the program as currently regulated 
is extremely cumbersome. It is very confusing ^ 
^treutsjind. unfortunately, the institution has had to al;>sorh a^reat 
deal ofT^in"^rmteiin^ frustration. J 

with the chairman, looking at your six rases, that it ^v^"l^ f^^Ji ^^^^^ 
realistic to expect what the needs analysis recommended. Is tins the 
college scholarship service in all cases? 

2i)0 



260 

. Mr, RunoEL. Yes. 

rlmJn "i""-^ ^''^'^ stiidents wcrc von able to sit 

down with to get this kind of information yoiireelf ? 

Sir' Av^*;'''" ^Tr""^"" «''PPlomental information? 

dir. Andrinca. How many interviews, letters phone calk 
fortl^^anyth.ng beyond the normal mailed-in%pIicaHoni ' 
Mr Rruoe,.. I ,eally don't have that data avai able other than to 

J^Jdl'^Ilt'^t^'","?';,^'" '-^ mnil-attter to"ti : 

student telhng him what the recommenc ed plan amount is at fhp 
same time fonvard the application to the bank ' 

Ihe letter outlines the various appeal procedures onen to the 9tii 
dent. Ins options if you will. AVe do g^t a substant a? respon e back 
I nfortunate y, frer,iiently it is not quantitative. It is not anvtldnt 
you can roally deal w.th other than parents saving "We Lrin not 

SoTJon\t;'H' '';V'' '•'^'•''"'""f- f"et tbat^wo c«iS bo^S>"? 
\r A "'^ asking for. 

Mr. ANDRtNT.A I wouid assume all si.x of these students did iret a 
subsidi^^ed loan, is tliat correct? siuutnts aia get a 

th^'¥^nniv'';i>"'r';' tl'c folder to determine 

that, r kno^^ some did. In fact, even though there was a zero rec- 

r«n?''"l"'"; f^"'' througirin .some case^ I diS 

.keep tnick of those i)ercentage.s. ^ umii t 

Hnn^"'..]!'''"'!"''"^'- ■ discretion that the regula- 

tions allow to adnist anv application? 

ThJn^PlT''"'" ^^i'-'^fl nt^'*'"""' '^'-'^^ supplied by the family, 
m t r.lo o"'fn M ^''"t."'"".v f'^'nili^s 'to not persistent, do 
no ^o^,h/.e or follow through in an apjieal and just kind of inter- 

^nention'';,? tl"."^ t ''\ ""T ^"'"^^ ^" attention or to the 
i in^r V .!„ ■ ^''•''t «'is flexibility factor 

I., 0,3 1 " ^"^^ '^"'^ persistent and win 

■ S "f. ".'^••'f^ f'cir ca.se as banks or schools 

..<t jiist to put some oil ou the .squeaking wheel, if you will, wherbas 
someone e Lse with a stronger case, much more merit, will in fact not 
end uj) with a .subsidy. 

Mr. AMHttxcA. Knt you invite them by letter to contact you about 
tneir circumstances. 

Mr. RiiicKi.; AVe fell we lind no other option but it certainly has 
created havoc for us this year. 

Mr. O'H.Mu Of course, too. yon have .something like hidden un- 
onii lovinent. \ 011 have a group who are able to make a calculation 
on their own and sort of conclude on their own that they are not 
eligible and never apply. That is another i)art. of the sitimtion that 
obvioiis.y yon can t meet hecaii.se yoi/ don't know how many have 
been (iiscoiiraged from applying. 

Mr. ANimiNCA. You do not have .students who could not attend 
1 eun .State because of the needs test, do you ? 

Mr. BRfr.Hi.. I cannot .say that. I do have the data available for all 
students who received a zero recomnieiulaticn. I have wanted to put 
aside siimcieut tune to go l)ack and make a analy.sis on the enrollinenJ 
iwttenis. I have not had time to do that. It is a very imimrtant pi-co 
of data. J ■ ' 

Mr. AvnitiNoA. To the extent yon are involved, there should be no 
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students if they had rcsponde<l to yoi c letter and Pven you t}ie infor- 
mation and so forth. , , i. j *. 

Br. Brvoel. No, that could occur. It could occur where the student 
made his appeal but the appeal was denied. We dp deny appeals. We 
were warned at one point not to disproportionatel:^ use code 6, par- 
ents cannot afford contribution," iniisniucli as it mipht call for some 
Federal audit on us. We were reassured later on, but the reassurance 
said reasonable documentation, and it used somewhat vacue terms. 
Consequently Penn State and perhaps other institutions have been 
somewlmt reluctant to do what we felt in our heart was npht to aid 
a family, but perhaps could not defend later on to a Federal auditor. 

I would have to say that tliere are students, although I cannot 
document it with figures, who did not do that. 

Mr 0'HAn.\. When vou use Penn State as an example, you a.re 
using an institution that in the range of institutions presents quite 

a low cost of education. 

How do you figure vour cost of education? ... 

Mr Bruoei,. I would say that in the range of institutions, if we 
include private as well as public, your observ-ation is very correct, 
that we would be low. If vou looVonly at public institutions, I regret 
to say we are one of the higher cost institutions m the Nation. 

Mr. O'Hara. You ought to do something about that. 1 am very 
strong for low tuition or no tuition. j ^ . j ;o'<6o ono 

Mr Bkugel. Our basic budget for a dependent student is $2,800 
a year. I know that this is considerably higher than for many, other 
public institutions. Our tuition is $900 annually, putting us in the 

"^'irTsSNoA. You said that you wo»ld recommend either 1^:1^ 
or the $20,0OO-$2,00O. Tiou are aware that Senator Pell, has a tmra 
option and the one option that you recommended then is something 
that We would have to negotiate m conference. 

Could you explain to me why you picked these two ? 

Mr Bruofx. Yes, I am very pragmatic. I am ookmg for any 
change t?iat is going to benefit the student regardless of whatev^ 
limitation or break point we assign., I have not had time to do an 
nnftlvsis in terms of the differential impact that we Have. 

S r AipRi™ So why don't you just say that is your recommen- 
tion, that you would not mind Senator Poll s amendment? 

Mr Brcgel. I would prefer $2,000-$20,000. 

Mr Andr^vo\. You also said in your recomir^hition tha you 
would ^o Sething to come up with a "loan -o^r^^j^. ^ 

Are vou Still assuiniiiji then that the school would be gnmg to tnc 
Jenckr a s )?cific S ire on what the financial aid officer recommends? 

Mr Hi S Yes not b..sed on needs analysis but based on the 
inSitioS budcct and other aid committed to the students. 

A^ANi IN l l if tl>at is not a thing to pursue if, mdced, 

the sdlTiJ still going to be involved in coining up with a recom- 

* CoS we discuss dispensing with computoriml nat^ional sernce 
need" tests ml s u.piv talk al,m.t-it is a kmd of need, is it not- 
chS . nnuiending au amount based on an :.sso^meiit of finan- 
cial circumstances, both tho cost and student lesouicos? 
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fo?^Sf?S/; ^"tdrawiriK upon an income entitlement, if you will, 
ah^vo th„ i'i?/ ^^J"^ 'f'"* eligibility. Tliose peopl/ faS 
J fl P°" t/O-O'^l fact submit to needs analysis i^ thatVel 
Lin '«g'sl"t>"n. For those falling below that? L recommeS^ 
dation would not be based on need but what is oom nc?n toXt 

wSfe b^' n eCt to'' T^f^r "^"^'^ '^'^ '''' edS^alion £ 
fare wlSo „f fV ""^ "bout abuses of those dol- 

ifaJX ^ * ""T^ arbitrarily i-estricting their flow "as 

I feel we have done during this past year ' 
Mr. Andringa. For those above $20,000, when we sav thev ^nn 

Soti. ^"'^ ''^^ ^ neecis'LrobvL, slTtSy 

aie going to have a zero recommendation, 

Mr. JiRuoEU No, I would refer you back to that craph on msm 18 

mlZ'nJ^ >avo faniili^ with f.d,iusted incomes ?vef$20,000^ho 

did show need based on highly uniisiml circumstances. 

$2ao6ot¥r«'so far— ' ^^■''■^'^ i"^* ' 

Mr, Brugei,. Of course, that argumpiit could be held with anv 
SoTJ P^'-baps there is soL inequity be wS 

999 and 1 dollar the other way, the 2-dollar differenc? I think S 
decision has to ho made to establish one, and by establishing oSe he 
kind of nioquit.es that are introduced a.-e faV le^ sevcro than we 
currently have or would have if we followed the suggestioS tha voS 
have offered relative to no interest subsidy at all 

mii^ll'ln.''"""'' '? ?^ borrowers are low-income and lower- 
middle-income, and, in fact, the introduction over a 4-year period of 
< percent interest, of $1,050 in interest, the charge thev 3d have 
to absorb, would be rather sub-stantial. 

momp„i^M"nf ^ *° ■•^•^'sf- ^ ^^'"s assuming for a 

Td t Ion riin' r"''' f^"'^^^ House proposals 

tiLl ^ ^- " ""(lerstixnding what the 

t ZsiTr^ ' "^''^^ r -''^,""' "^"'^ ^^'^ know wha? 

• form , Hon T\ '"''"i f'"^'' ^'^^ and what 

owZ ,7.1! 'T'"^"' • i" ^'''^'^^ '"'f^''* ^« tbat is not 

«^ L 7 f 1 ■ J""""'!^^ 'fcommendation to the lender, 

^Mtllout delayiiig things for 6 weeks for a formal needs test 

them^'"" ^ """'^ ''^'■^ '""''^ *° bave 

Mr, O-HAitA. Tt .sepins to inp that rather than having the institution 
make reGoniniondations, it vyould bo very difficult for the institutions 
to inako reooininendations. If tlioy aro going to have to make recom- 
mendations, there ought to be some sdrt of mechanical formula thev 
of it ' ^"'"e ''e^-'sed version 

Otherwise they have a very serious public r.'lations problem, it 
seems to luc, with their stndpiits when student .^ohn Jones comes in 
and says T am applying for a loan of $2,000 at the Firet National 
Hank, for t ip student loan officer to sav, "Let. me see, 1 am 'roin.' 
to leconimeiid that you not he given that loan." 

If I were the student, [ would be i\ little bit upset bv that, T think 
you would be reluctant to do that. 

Perhups what we ought to require the student to furnish, if he has 
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to furnish soincthin^r for tlie univci-sity, a statemont from the uni- 
v^ity showin<: the biidpct for a student in the circumstances, the 
estVnated bud<ret for a student in the circmnstances of the one who 
is'irtakinj; the application. T^t us say a sinjrle student, who is also 
a dependent, a dependent sinjrle student hving in the dormitoi-y or 
whatever; also showiiifr/uiv assistance that that student is receivinj; 
imdcr other prosrrams administeretl by the university. 

So, then the bank has before it when it considers the loan, one, 
a statement of what a year in school ou<;ht to cost the student and, 
second, a statement of what other help he is gettmg. 

Mr Bruoei.. That would certainly be a much moie manageable 
program from Penn State's viewpoint, Mr. Chairman. You are sug- 
gesting that, rather than make a recommendation, we ]ust provide 
additional data to the bank for their decision? 

Sir O'H.MiA. Or confirm the data supplied by the student peihaps. 
in his application. In his application he is asked to list any other 
forms of assistance he is receiving. Perhaps you can coahrm that. 

Mr Andriniift • 

Mr* Andhin-ca. Mr. Chairman, if I could, I would like to say that 
some of us are going to meet for an hour or two following the hearing, 
and in case there are people who are knowledgeable we would like to 
invite them to stay. , . 

Mr. 0'Hai!a. Where are you going to nieeti 

Mr. Andrint.a. Right here. . , i „ 

Mr O'Hara. All right. Tho.se who. like me, have given.up lunches, 

' ""Tl";a;ii^^S;;:s^o^;atk our witnesses for the light they have 

''tt"his"iine'^?e w^^ declare the meeting of the subcommittee in 
adiournment. We will meet tomorrow morning in this room at 10 
o'c ock to take further testimony with respect to this proposal. 

Whereupon, at 11 :on a.m., the subconmnttee recessed, to reconvene 
at 10 a.in., Thursday, Feb. 14, 1974.] 
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HIGHER EDICATION LOAN PROGRAMS 



THURSDAY, FEBRUARY 14, 1974 

TToUSK OK HnrRKSKNTAriVKS. 
Sl'Kl-IAl- Sl'liCOMMriTKK ON EdIH'ATIOX 
OK TIIK CoMMnTKK ON KdICATION AND LaHOR. 

Washington, D.C. 

Tlie siibcomiiiittee iiK«t at ]0:]() a.iu.. puisuiuit to recess, in room 
22.->T, Rnyburn IIouso Office Buildiufr. Wi»sliin{rtou. D.C, Hon. James 
G. (THiira (chrtinnan of tlie subcoimnittce) presidiiifr. ^ 

rrescnt: Hcpicscutatives O'llaia, Miniaii, and Burton. 

Also prescMit: Jim Ilan-isou. htalV director: \\ Franklin, counsel; 
Einora Teets. < lerk: and Robert C. .\n(h in<ra, nxiuoiity staff director. 

yh: O'Hmca. Tliis niorniujr we are continiiiufr the liearings that 
iKxriui ia.st week on II. H. l^.Vi.'? and related bills, lejiislation to cbm- 
inato "needs" analvsih from the <ruaranteed loan in-opraui for students 
wiiose families have incomes below $20,000 a year i'.nd avIio are bor- 
rowin'T $2,000 oi less. 

Our witnesses include si)okesuien for a private <rnaraiity agency, 
witnesses for the baiikinfr (onununitv. and si)()Uesinen for the btudent 
Loan Mark-etiu}; Association, an a<reucy ci-eated by the 19*2 amend- 
ments for the pnri)ose of buildin<r a .'^ecoiuhxry market for student 

''TiiirTst witnesse., will be Mr. Charle.'; W. Meares. president and 
chief Executive oflicer of I'nited Student Aid Funds, accompanied 
by Mr. Robert ('. Siimacve. 

STATEMENT OF CHARLES W. V. MEARES, PRESIDENT AND CHIEF 
EXECUTIVE OFFICER, ACCOMPANIED BY ROBERT C. SINNAEVE, 
VICE PRESIDENT, UNITED STUDENT AID FUNDS, INC, NEW 
YORK CITY 

Mr Mr\Ki:s. Mr. Chainnan. my name is Charles W. V. Meares. T 
an, president and cldef c.xecutive .,f rnited ^'V^^'S f Twlc'v; 

Third Avenue, Xew York ("ity. With mo is I ohert .S. Sinnaeye, 
vice .nesident of Cnited .Student Aid Funds, wl ..as been witb on. 
\ ., .ranizati.m for the l.ast years and has devoted his entire worknifr 
N bfetime of more than IT year.s to the matter of studnet aid. in one 

'''nSed'sS^ Funds is a l.rivate. nonprofit, tax-exeinpl 

cori.oratioi, formed in lOOU for the sole puri.ose of enabl.njr deservinjr 
s .dents to borrow uiom^ to help them meet the pT^."^^^, f .^^^ 
n atteiidii.fr colleire. Our orirani/.ati.m. was . 
That there should be no e<-onoiuic barrier to the motivated student 
who iscai)able of benefilin<r from a colle<re education. 

erIc ■'• ' '■ 
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to uL*l?fnuI!": V"":; ''"^ I'T' be encouraged 

later life or force hiin into an innvisc career decision. We view stii- 
ment^XVan "^^ ""'-V a final Jpple- 

de?t Aid'irlS ^■'"'^ ^"I'' .'»>-, Predecessoi^ at United Stn- 

othltntfr^^ appeared several tnnes before this committee and 
vnZtTnfT^-T'i- ^'""'''^ P'T^«»f f'eir views with respect to a 
iZ n 5'!'" proposals t mt have l)een. made from time-to- 
f ? tl nf^f *° «d{'™*i«'^ "nd related matters. I am grate- 

o r il nn^l r "^T T T'^- opportunity to pive you 

our I.O. ghts on the le^nslative chanpe you are now considering. ^ 
\J1 I ™P"sed amendment to the Pligher Education Act which is 

Te^?™ Sllr'"'"'"'-' ^^'"'^i^ do away with the so-called "Needs 
Test, ^^l„oh came into bemg Maid. 1. 1{)73, less than 1 year ago. 

Jo n«i "i' ♦'■''.'^ ^'""'■'^ ''"^'^ '"•^""'^ 'ess than .$20,000 and 
do not wish to borrow more than $2,000 in a single year. This vir 
tuallv amount.s to a return to the previous law which had not worked 

v}„r.r "'li^-.^™'"', '•■'^i'"^ "busa. which the 

March 1. 19(3, amendinent^-as intended'to eliminate. We at United 
Student ,\.d Funds, l^lievo. \that to simply adopt the amendment 
mistSe^"" " -'"'^ ^-^''''^ program would be a .serious 

It has always been our .position that determination of student 
need .sliould be based on a test far more refined and sensitive than the 
simple matter of family income. It may seem unnecessary to make 
tlie ix)int. but I cannot refrain from saying tlu.t many a family with 
an income slightly over $20,000, because of having Several children 
in college, dci^ndent parents and other financial obligations, is less 
able to support college costs than a family with an income of .slightly 
i^s than $20,000 but with only one child to eductue and a minimum 
of otiier tmancial responsibilities. 

In our view, eligibility for govenmientnl assistance should be 
based, in part, on the family's ability to contribute toward the stu- 
dents education, such ability in turn to be dei. -mined in li"-ht of 
each family's unique circumstances. " 

The needs test embodied in the present law is supposed to bring 
tins kind of icfiuemeut into the determination of eligibility. If it, 
IS failing to do so in some cases. It is probably due to too rigid a 
adherence to the arithmetical results that emeigo from a computer 
analysis and too little u.sc of the flexibility that has been granted 
under the law and regulations to the fiiiiiiicial aid officers of the 
colh'ge.s and univei-sities. 

In my opinion, no lest can he dovi.sed that can be a substitute for 
good human judgineiit. A computer test < aii provide a guideline but. 
m the last niralysis, only a competent well-trained financial aid oflicei- 
taking nccoiinf of all tho individual faniilv rircuiiistances can make 
the final judgment a.^ to whether a loan i^^ icallv needed and in what 
amount. 

Efforts to encourage financial aid oRicei-s to exercise their own 
judgment and not feel rigidly bound to strict adherence to computer 
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analyses have been nuule by the chairman of this committee and by 
officials of the Office of Edncation. Snch efforts should be continued 
and enhuncedr 

Everyone who has an interest and a resi)onsibility in the sttident 
loan field has a <rro\vinj: concern about the default rate This rate 
has been mountinfr rapjdlv in recent years. Many people believe this 
increase has been dtie, atMeast in part, to the "no qtiestions asked, 
provided family income is l>elo\v a certain level" type of program 
wo had imtil March 1, 1973. . , • • 

There has not l)een enoufrh time since then, partictilarly in view 
of the fact, that student loans do not call for immediate repayment, 
to ascertain if the new program has had any beneficial effect on the 
default rate. Hut common sense and our more than 13 yeiirs of ex- 
IKjrience in this field wouhl indicate that the counseling built into 
the new program must, and would, improve the situation if given a 

chance to work. . . , . , i i u 

I realize that the committee is considering a change^largely be- ' 
cause of comphiints that the present program is shutting oiit too 
many students from (lovernment assistance on their loans. Again, 
if more individual judgment were exercised by financial aid officers, 
no reallv deserving student would l)e shutout by the need-detemiina> 
tiou pnWss. And iidditional efforts can and should be made to en- 
courage the use of thiit judgment. ^ t i j 

The complaint is also heard that ii number of bank's and other 
lending institutions are unwilling to make student loans, I believe 
this to 1)0 true even thmigh the recent establishment of Sallie Mae 
should have removed some of the liquidity deterrents: I am not here 
on behalf of the banks, iind it iniiv Im* presuinptuoufe of me to seem 
to spealv for them, but if banks .are reluctant t<) Mrticipate, or if 
there is a trend towards withdrawal from the pr<Sgrain, there must 
i)e some reiison for it. / . xi i * ^ 

T think there are, in fact, a number of reasons, not the least among 
them being that the governmental progniin l;iis been subject to so 
many patchwork changes that keeping up witli them has imposed a 
terri'fic administrative burden on a program/hat ,6, at best, a breaks 
even proposition for the participating lender. A further patchwork 
change at this time, withpiit considering other needed revisions, 
would probablv drive away Still more lenders. 

In iircin*^ that vou do not adopt the amendment now l)ejng con. 
sidered I do not inean to impiv that the program as it now is work, 
ing perfectlv and that it is not subject to some improvement. 

On the contnirv, I feel that some revisions (*ould and should be 
made. For example, thought needs to l)e given to the very important 
question of attnicting lenders to the. program so that deserving stu- 
dems can obtain loans more readily and wont have to hunt to find 
an institution willing to make an approved loan. 

We shmild also think about the level of the "insurance fee for 
the loan guarantoe^-now Vx percent per annum under the Federal 
nroirram Tmd i:, percent per annum under the State and private 
sector |)ro*n,uns: Xeithor fee is high enough to cover the present de- 
fault rates" Related questions are the desirability of having the same 
insurance fee for the governmental and private programs, and the 
equalization of other differences between thgygsectors. 




thJoovcSno^^^' i' * f'U>'^»!'-"'t"' nxcstion of the do^simbility of 

c<;i.oTtri;r4t''s;,Ts&f;^ 

or SeX„?|.or'-' >-t«'r s,«nt for other och.cational 

In other w^lxls, wc Iwlieve that what is needed is a broader look 
LI-m""*"* l>^.^rr...„. We would urfr^ that this be done as as 

of £\n ?• participate and let- the committee have the benfit 
1 .f »"'^'"f '"."•I^*' organization, as I said at 

ite.f * " " de.servin^r students pet a college Education To 
' « ^*'lilf' '^elp in any way we can. 

Mr. O H.\n.\. Thank^you very much, 'Mr. Meares. 

A.^U H /r'"''* committee if you could 

bite^^^^^^^ ^--thr :i i«&?n"«^ Ssss 

Who would make de|>osits of money whiHi tane i^serves for iis 
and on tlie basis of their deiK>sits we ^rave them a borrowing capac- 
ity of, today It IS 10 tunes the, amonnt of rhe deposit 

So that. If a school drives us $10,000 in our custody, we mve them 
a l)orrowni^r capacity of $l(K).00O. We work with banks and other 
private lending: institutions throiifrhoiit the country who will ma^e 
loans to students based on the fact that we pmrantee them, we en- 
dorse these loans, and of course the concept of the viabiHty of this 
program is that the deposits we hohl and the investment income we 
nave from those. dei>osits phis hiter on the insurance fee that we 
charge tlic participating students will rover the defaults as thev 
are experienced. ^ , 

Of coiirs(\ when a l)ank cxi)erience,s a default.* we buy the note 
from them and subsequently endeavor to collect from the student 

In essence. I think that is about what our program is. * ^ 

We are in other programs besides. We are now inducing emn]o<^ 
en>, for example, to make similar arrangements with us on. behalf 
of their employees. ' ;^ " 

Some of these things are brought about because*, of the difficulty, 
tliat borrowei-s have in finding hanks- who are willing to make Gov- 
eminent insured loans. 

I would lil^e to ask Mr. Sinnaeve to speak a little bit more about 
tlio state agency program. I should explain. Mr. rhairimuu that- I 
have iK^en connected with the Tnited Student Aid Funds for 2 
months, .\fter \^ years in the life insunmcc business. I have entered 
a new field. Mr. .Siimaeve is my technicnl expert Jiere. I think he ' 
would like to tell you a bit about the role of the United Student 
.\id Funds in the state ageiicy programs. 

^fr. Si\vvKv>:. TiuhM- the agency role we act as an administrative 
agent for various .states that either, for one rea.son or another, for 
economics, or whatever, appoint u.s to administer the prognim in their 
state for their students. ' * 

Presently, we administer a program for the SUxtos of Alaska. Deb 
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awaro. Mjirvhiiul. South Carolina, and Maiiu*. Acting: as tlicii ajr^nt. 
wo <rnarant(»o loans for their stiuhMits. 

In addition to that, as Mv. MtNircs jtointod out. iUnv arc \arioii.s 
or^xani/ations. foundation^, and i'oipoiatu)!!-. that ask us to adniin- 
i^er j)ro»,nanis on l>cha!f id' thrir intt'ir^tcd >tU(hMit,'>. An o.\ani|)lo 
woidd be the ridurnin'r Nolnntocr.s from tlu' Wiuv Corps, the Job 
Corps, and the Ford Foundation for Miiiority I^aw .Stuclents. We 
jruaiantee loans for their interested students to attend s^'hools 
thnnijrhout the count rjy. the loans boinjr made hx b.uiks throu^iiont 
the country. 

So, we wear many (liffei'(-nt hats, as ue like to sjiy. We aet as the 
ajront of a collep% we aet as the ajrcnt of a state, jind we act as the 
ajxent of indi\idual foundations or corporation^, and in addition, 
Cnited Stuilent Aid Pounds ae^'epted an adniinistrati\ t role under , 
^ the IIi<rher Kdiication \vt for funds apjiropriated IDfM for various 
states. The Ciannii.-sioner of Kdueation contracted with the United 
.Student Aid Funds to adniini-.t, ; those funds for those state.s. 

Mr. ()'H.\K\. It is interehtui<r to nu* to hear \our oh.^ervation that 
sa]thou<rh none of the e\idence is in \et. \ou tliink that the c!ian<re 
ujado in 11>T*2 redure-> the default late and the elianire proposed today 
would increase it. 

Now, on what hard e\ idence do you base that opinion? 

Mr. Mk\ki:s. I woidd like to usk Mr. Sinnae\i to answer that be- 
cause he h\ul with the Cnited Student Aid Finals under the forniei* 
pro<rrain. and 1 think lie can tell \ou more about the troubles they 
had at that time. 

Mr. Si\N\K\i:. In <feneral terms. I v:\nt i:i\c \ou -pccilics. but in 
jreneral tcrnjs I belie\e the opinion is that, when yon have a ''no 
questions a.-^ked" tvpe of projrram where theiv is insufiicicnt counsel- 
in*.^ to the studi'iit". when lie is not properly a<l\i-ed as to how much 
he should borrow., what he is <rettin<r into, when it becomes'an auto- 
. inatic proirram, it is conduci\e to irresponsihilit\ . "If you don't care, 
f douY care** type of attitude amoni: the borrowei-s. 

I think wo"e\ uh^nced. pre\ious to the Hiirhcr Kdueation Act of 
19<;r), a nundi lowei default latc l>ecau-e historicall\ we recjuired that 
the financial aid ofiicer recommend tlie amount of the loan to tlie 
len<ler. 

While there was no bindinir obli<rations on citlier party's part, 
tliere was definite <'ounselin*r. there nas a closer look at the stu.l^nt 
and ins reso'in-es. and our defaidt rates were much iowcr. 

Then with the mipositH>n of the -no (piestions asked" automatic 
••famdv income l)elow, >;i:».<HH)." I think ♦he c(Minselin<r part of the 
projxram broke (h»wii'to mmuc extent and this was conducive to a 
cinnate amouir the born)w -i^. -Well, no one really cares that nmch 
al)out what I am doinir." and thev paid little attention to what theirs- 
responsibilities were. 

Mr. What were youi conipiirative default rates? 

.\[r, Sinwkm:. I*n» IIM;:) {Uv\ were about ') percent. Xow they are 
peakin;:at (1 percent. This is to tiie matured paper. 

Mr. O'lIvKV. Acconlui^' to the article that appcannl ni yesterdays 
Star, the national rate i.^onlv (.:> percent. 

Mr. SiNWKv. ! belie\e'that i- pn^babU i»ccau^e their matured 
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paper has not reached their niaxiinuin point of exposure uliei-e ours 

In other words, a pro^rram that is more mature will have fre.itxjr 
exposure heoanse the paper is hecomin- due and the exposure to de- 
tault— the iUxy of reclvonin^r as far as our history is concerned— has 

The Federal pro^rrain which came into existence later, has not 
reached its ,>eak yet. 

Mr. OTIara In other words, if your default rate is hiirher than the 
experience under the Federal law. it is because the loans vou made, 
before the Federal fruaranteed loan pro<rram ca^ne into ^existence 
started to ti'rn sour, is that ri^rht ? / 

\\^' ^l^^ r *^^'^^*' '^ '^^ loans since then arc now turnin^c sour. 

Mr. OliAHA. Why are your loans since then more nurture than 
somebody elses loan since then? 

^•f'.Ai^'^"^^'?- ^^,^'^"»se the federal pro^rrain, I don't believe started 
until l\Wu or thereabouts, where we started in 19(50. I don't think the 
federal procrpam started until lOOT. I could be corrected. 

1 r^^f""^^'''^* ^ome misunderstandinfr. too, I think- 

on default rates as we are talkin*r of them here. I would expect ti)at 
the 4.3 percent rate that is (pioted here is net after recoveries auvd 
the. correspon(hn<r n}r\mi for our or*ranizatioii today woukl be 4 if) 
pep(>ent. So that there is not really a ^rreat deal of difference between 
those two n^i^ire.s. 

I hn\^ seen fijrures. .Mr. duiirman. that have been a ^rood deal 
hI^i^he•' for the federal pro<rrani li an 4.3 j)ercent. I have been told of 
h*riires runnin^r S and 0 percent as more the normal thin^r. 

Xow I cannot challenge the.se fi^rures aotuallv. for I haven't seen 
them. But. haven't we seen fipires. Bob. that wore up in tlie 8 or 0 
percent aren? 

Mr. SiN'N'AKVK. Yes. from time to time. 

Mr. O'Haka. .\ccordj/i*r to ye.^terdav's Star from lOfift throu<rli 
1073 the Office of Education estimates $.1.8 billion has l>een lent "to 
just over G million students under the loan ))ro<rraiu. Throu^rh 197r> 
officials fi^rure insured loans will total ^8 billion witli $342 million 
in defjiult. Expanded collection efforts should recoup some $*240 inil- 
Imn. leaving: a'Het loss of $102 million. The <rross anionnt of default. 
$342 million, con.stitutes 4.3 percent of ,t!ie total. \ 

Mr. Mkauks. rf that is'of the total loans out.standin^r and'nV of 
matured paper, then they are usin<r a different denominator in their 
erpiat.ou than what we u.sed. [.think perhaps fliat mav be tlie .source 
of the trouble. 

You .see, you cannot really siy that a loan is in default until tlie 
tiuu», comes f^or its repayment. . . 

M\\ SiN'NAKVK. Our comparal)le late f>f default to what vou just 
mentioned as taken from the liewspapcr would be 4.31. 

^fr. Mkaiuis. It is exacily the sauu» fi<rure 

Mr. SivN'AKyr.. That i-> as of the end of January. 

Mv. ()'H\K\. Witai do \ou do when a loan <roes into default? E.\- 
ylictlv what do you do ^ 

Mr. Mkxkkjs. .\orain I t]\u\\i, if yf»u a>k es'jcfis what we do. T will 
turn to ^^r. Sinnaexe becaii^» until \^ months wj^o he uas in cbar<re 
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of our endorsement renter in Indianai)o]is where defaults are 
handled. 

So, Bob, would you respond? 

Mr, SiNNAEVK. Prior to the purchase of the default from the lender, 
there is considerable activity to try to, what we call, cure the default, 
iiet it back into good standing in the lending institution. When the 
lender notifies^ us of either a delinquent condition or a default con- 
dition, we endeavor through a computer linkup with Western Union 
and post offices to send the student a messaged a very concise message, 
tellin^iC liiiit^ exactly what the condition of his loan is, and we urge 
him or her to contact the lending institution and fix this matter up. 

At tlie same time we notify the ,school that the student attends of 
this condition, and we notify the comaker, if there is one, and. If 
possible, we try to i*each any interested part}* to see if they can help 
cure the situation. 

If that fails, tlien our staff, prior to purchasing the loan from the 
bank, attempts to reach the borrower by phone. If that does not cure 
the situation, if he has skipped or the student won't respond, or hangs 
up on the phone, we honor the guarantee and purchase the loan, 
principal and intei*est, from the lending institution. 

If. at tlint point, we ,still haven't readied the borrower and there 
appears to he no coo])e ration and we are not getting the response 
from the scliool or the parents or the co-maker, wo contact with a 
national collection agency aiul instruct them to use nil legal means, 
including suit, if necessary, to recover the\loan. 

We perform a very exacting and careful review^ of the performance 
of the collection agency. We monitor eveiy loan every quarter to see 
whether or not there is activity in the collection process. 

Mr. Mkakks. T would like to add to that, Mr. Chainnan., that from 
what T have seen and records I have seen of the organization, I can 
v'onch for the fact tliat where there is intent to pav and a desire to 
l>ay, but an inability to ])ay, every possible ^f^riSidcration is given 
to "tlie, student and every opportunit\ given for deferment of pay- 
ment, and things of that .sort, due to any hardship that may exist. 

_Mr. O'HxK.x. (lentleinen. I want to assure you before we go on to 
the ne\t witness that the cvHumittee does not intend in any way to 
loiisitl.'r tliat the probleuis of the <rnarnnteed student loan program 
h.^e been cured if legisiatiou of this sort which is now pending be- 
fore lis is promptly ♦Miacted. 

Tln^i-e are a lot of <|ue^4ion.s T think, about the effio. cy of the pro- 
grrani in a ntimber (^f ways, (ljuestiims have even been raised about 
the ba.sic validitv of tli*^ pnyrahi und the advisability of permitting 
students to borrow as much as thev may borrow^ under th^» program 
now and enferin;: \\mv cancers saddled with a debt of the .size that 
thov could ])ossibly contract. 

What we have Vried to do really is to make a determinate »n that 
the rluiuucs tb.at i\e made in lOrJ havH^t worked out quite t.ie way 
we intended. 

Wc tried lO ci r»> that last August by urging administrators, bank- 
ers and stuj^-^nJ h»an officers, to exercise greater discretion becau.se 
of tlie charges that the anienduicut bad wrought that I think were 
intended. Wo i^e not I'lii^resvii with the results of those implemen- 
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..^ w'u^r '"T '""'^■'"i^' '",''<> f" «-''ston. tlie status <|uo ante. 

I 1.11;;". 'I" n'vitali/e t!u> pro-nun. 

iSse it" ^i*'-'"*-- 

.lUiank^you very much for appe:irin<r. 
Mr. MR.\itK.s. Thank yon, .Mr. Chairnian. 0 
I !i , "^•''^ f-''"""!' of witnesses are memhers of tlic 

Sul". M r'V"' ♦'"■■^'''■"f I-oan Marketi>,f. .V.ssociation. Mr. 
V il l "f Ix'aid. is accompanied hv Mr. 

Allan 1 urdy. u-ho appeared h.-foro us yesterday in his capacity as 
the spokesman for the Xationai A.^soeiation of tfio Student Financial 

hotuf Sldhe ih':.: • '"-^ ^'"^ 

Afr. :\r('ral)o, we will he vorv pleased to liear fmin you. 

STATEMENT OF EDWARD McCABE, CHAIRMAN OF THE' BOARD 
STUDENT LOAN MARKETING ASSOCIATION, ACCOMPANIED BY 
ALLAN W, PURDY, DIRECTOR, STUDENT HNANCIAL AID SERV- 
ICES, UNIVERSITY OF MISSOURI, AND MEMBER OF THE BOARD 
OF DIRECTORS, STUDENT LOAN MARKETING ASSOCIATION 
Mr. ^frCABK. Thank you. Mr. (1»ainnan. 

Neither Mr. Purdy nor [ has a f)repared statement. It occurred 
to U.S that It mi-ht he useful if we would ((uicklv review in ahout a 
minute or two the activity of Sallie Afae, conuiieiit verv briefly on 
your amendment to the extent that amendment/ hoar.s on our re- 
sponsibilities, and then we will he hai>pv to respond to que.stions. 

iho Student Loan Marketin^r A-smwation was e.stablislied hv the 
UrJ amendments and the corporation was formed in earlv '197:1 
U'o have a 2i-memher hoard of (lirectoi*s. Se\(?i^> were cho.sen, folio w- 
in<r the statute, from the financial connnunit\.. seven from education, 
and seven are public member^. We now ha\e a-^semhled a mana<rement 
staff of '^ome -M) fulltime emplovres. Onr heathiuarters ofliee is in 
U ashin^^ton. 

The hoard of director^ met I thmk lo times. AVe had our most 
rrr-ent. meetm<r last woeky^Ve arr srhedidiMl to ha\e a further meetiu"^ 
in April. / ^ 

The ess(M>tiMl fiinrtioM of the Siudeiit Loan .Marketmir Torj). is lo 
set ?ip a secondarv market to pennii len(hM-s lK)tli finun<1al and edu- 
ration lenders, to dispose of the acrmimlaled student . .an paper 
which .,() many of theiu have in <rrcat (piantitv. 

Sallie Mae will accom[>l!^h this ta^k in two wavs. and we arp 
reads operational in one of th(we wavs. 

These are a warehonsinj: pro<nam aM<l .i punhase ])ro<rram. The 
warehoiisinir proirrani is realls u sort (»f seemed loan transjwi ion. 
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You will recall m \o\\v U»<:islatinn yon i)res('nbcd that the ware- 
housin<r or stora^re oi- faetorinjr, whatever, of this student loan i>aper 
\vonI(l he done on a hasis uherebv Sallie Mae would <xi\e the lender 
80 percent of the face value of the i)ai)er he \vould store \vith the 
coriHiration. 

There is a recjuireuient that the.se funds he reinvested in further 
student loans. We hejran this \\arehousiu<r ])ro<xrain lart Sei)teniber, 
made our first payment to lenders under it the first week in October. 
Thus far — I don't ha\e the exact fi<:ures— we have n\oved out some- 
thinjr in the area of $100 uiillion, and ha\e warehoused paper to 
corresj)ond to that amount. 

The next step, the second ])ro]) under which mc stand as a corpo- 
ration is the pnrcha.se and sale ])ro<rram. There we would buy this 
paper from leudei*s and there would he no requirement — there is 
no reijuirement in the statute -that the.<c funds Avonld ^ro into addi- 
tionaj student loans. 

- T cannot <rive \ou a ])recise <hite here tl\i.s mornin^r. but T .would 
e\])ect that within the next eoui)le of uioiiths we will be ]n!rchasinj: 
loans froT>j lenders. How nuich busiiicss we do I believe will be a 
factor of demand. ^ 

]^ut we are alrendy in o])eration.-AVe have funds and we are re- 
^poiulin^' to thoM> lenders who wi^h to warehouse ]:)a])er with ns. AVe 
will .sImuIIv be rea(l> with funds to imv froui Icndei-s who wish to 
:*eil their jiaper to u-^. 

In terms of this amendment, tlii.s le<rislntion you are now consider- 
in<r, we do not ha\e an\ formal ])o>ition of tiie Student Loan ilarket- 
. iu^.Ai^.ociation,buurd. But would. i\< I sai^U\ariier. be ])leased to 
re.spoiul ireueralU to an\ (juestious \vliich" ;.ou may have where yon 
think we miitht throw M)me lii^hr on the nmtter. 

I woidd say just two thin<jrs. Kirst of alb in our view tlie nmst 
rritiral suiirle J^roblem ui thi> iruaranteed student loan field today is 
the (hM'-ndt rate. I ha\e heanl a lot of fi<rures. I have read a lot of 
fijrnre^ o\er the last sc\eral \ear>. Kacli fiuo^'ytiou souU'luny differ^ 
how tlM''f)ne !>efore. \Vhcn'\:M' tlu> numln pcir*:cd. it is much 
to biirh. Whether it be b:>. a^ the CMiairmaik referred . to from an 
;irti«'le in the ]ia|>er \e^terdii\ oi' :i hiijrher number. I think there 
would be ircneral airreement amouir all con'-crned that this is the 
uu)^\ critical ^iuirh* ]U'ol)lem. 

It IS a ])roblem for u- in Sallie .Mae beeau-e. a< we tso forward to 
a<vHmulate<l loan papi^; fiom hMidiu::=^-Aui^re not anxious tf) buy 
Imd paprr. We .uv troiu;: t rTTt^ronrernecl witli the (juality of the 
pa[M'r ue \)\\\. Vou in rouirn^-^. when voii r^taMi'-lu'd this corjmra" 
t!on, dnerted us }o iro out :iiid nni it for l)rofit. I miiriit say. inci- 
dentalh, we a?v doin- -o W 'nade few dollars this ])a^t year. The 
ufulit litrur-e^are Mf)1 \et in. but we ran it at a modest ])j'ofit. 
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W 

But wo Imvev to run it as a business, and we must be concerned 
witn tlie quality of the paper that people offer us and ask us to 
purchase, 

mether the default rate be 4 percent, 5 percent. 6 percent, as I 
said. It IS too hiorh. Certainly T believe, speakinrr as one member of 
the _board. that you rrentleinent and ladies in Congress, as von look 
at tins leorislation. onpht to look very squarelv at this default pattern. 

^o consumer loan pro<rrani in a commercial lending institution can 
survive very lon^r when the default rate runs higher than 1 percent. 

1 think we have to look hard ar the fact that these fniaranteed 
student loans are private commercial credit transactions. Thev are 
very different from all other areas of student aid and, at $1 billion 
a year they are the bipgest sin^rle item in student aid today. 

So. we would urge that you take a very hard look at this default 
situation because it is. as I said, in our view the sin<rle mo.st serious 
problem in the whole program 

Mr. O'H.VRA. Mr. McCabe, I appreciate that. I think it is the most 
serious problem. We do have to examine it. We have to examine^ it 
in the light of not only the kinds of programs but the experience 
under other student loan programs; both ])rivately endowed and, for 
instance, the national direct student loan program. 

Now, our last witness sugge.sted that perhaps the lack of coun.seling 
had somethmg to do with the defaujt rate, that counseling would 
bring down the default rate. But counseling is involved with the 
national direct student loan program, and I am not aware that the 
direct student loans have a lower default rate than do the guaranteed 
loans. 

Perhaps Mr. Puidy could respond to that. 

Mr. Mf C.VBE. T would suggest that ho respond there. He is far 
more expert than I am. 

Mr. Pi'Rpv. I think all of us in our experience wish we had the 
wisdom to know ihe full explanation for defaults, because none of 
us is happy with them. We watch both the insured loan default rates 
and the national direct rates, which used to be called the national 
defense student loan. 

Now. in my experience of some 20 years with the TTniversity of 
Missouri, and 16 years since the XDSL starred— Mr. Sinnaeve men- 
tioned sort of a division date of 1065 as default rates before and de- 
fault rates after — now. if I look at ju.st the T'niver.sity of ^fi.ssouri 
record at that time on XDSL prior to 1065. I could boa.st of a default 
ratv^on matured paper of less than 1 percent. 

I cannot .show such a good rate since 1065 on matured paper be- 
cause it is now approaching ^'2 to 41/2 percent. Now. that is under 
the same administration, under the same rules, under the .same coun- 
seling, but not under the .same philo.sophical. national feeling: name- 
ly, students were encouraged tliat, "We have a war on poverty, we 
are going to make these opportunities asailable. come and avail your- 
selves of them,'* 

We all know, and w(> sometimes show our age when we refer to 
young i)eople. but there was, indeed, an atmos[)here of antiestabli.sli- 
ment. While some students weie borrowing money in 1066 and 1068. 
some were borrowing from the banks, others were bombing the l)anks, 

Mr. Bi'UTo.v. What was that ratio, roughly? 
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Mr. PuRDY. Well, it was too hipfh, whatever it was. 
Mr. Burton. About 4 million to one, something? like that? 
Mr. PrjRDV. Butcithe atmosphere was there you know, Thsre was 
too much anti-ekablishment atmosphere, and the courts, once they 
let one student take bankruptcy and get by without paying the stn 
dent loan, had a deleterious effect on some of the others. I tiiink we 
have passed the worst of that. I think our students, are more down 
to earth and more accessible to counseling:, more receptive of counsel- 
in^2:, and I think in the national defense picture or national direct loan 
picture, that we are still goinf? to see an upswing of -default rates on 
that paper that was put out between 1965 and 197? perhaps. I" do 
not expect a further increase on those new loans made after that. 

So, we have a real philosophical situation here, and when we look 
at where our defaults are, a lot of them are from the dropouts from 
the low-income areas rather than from the sons and daughters of 
the working class or the lower middleclass incomes. This is a price 
we are paying, I think it is higher than we hoped it would be. I 
certainly agree that every program should be accompanied by wise 
counseling at the college level and at the lender level. 

I mentioned yesterday I think one of the early faults of our pro- 
gram was either in the wording of legislation or the legal interpre- 
tation by the legal staff in TSOE wliich put in writing a directive 
that the* lender could not use the lack of need as a n?ason for refus- 
ing the loan, and the financial aid num was forbidden to offer a judg- 
ment. On March 1, supposedly that was to be changed. 

I think our need analysis was too strict, I think there was a lot of 
confusion on it, and an awful lot of pa^-^rwork in the program. 

So I think the whole program needs to be looked at in terms of 
changing those things which we can all agree on will make the pro- 
gram better, but I am, of course, in the interest of the students, 
int<>rested in seeing an availability of credit which is reasonable and 
within the good common sense of a society that wants to develop our 
students to the best of their ability. 

Mr. OIIara. I have hi a little difficulty follow!n<r^he reasoning 
that says, if this amendii. nt is adopted making it possible for the 
children of families in a stronger financial position to borrow, that 
will increase the default rate. 

It always ha.s seemed to mv that whatever their merits as individ- 
uals, a cliild of the Rockefellers is in a stronger financial position 
than a child of the OTIanis, simply because the Rockefellers are in 
a mucii better position to help pay off the loan than the O'Haras are, 

I am unable to see how extending loans to families that are in a 
stronger financial position thaii those now eligible for the loans will 
uicrease the default rate. It seems to me it might even decrease it. 

Mr. McCAr^K. It is hard to tell. I suppo.se, Mr. Chairman, a McCabe 
should always defend an (Vllara. But then an OTIara never needs 
defense, .so we will let that one go by. 

It occurs to mv that what wc had here in the prior years to-which 
Mr. Purely referred, was a set of condition^ under which these de- 
faults grew. Now, 1 doift know what, of a niunher of combinations, 
brought about the defaults. But the hard facts are, regretably, that 
la.st year voii in Congress had a line item appropriation of something 
in excess of Jvif) million to pay defaults at the Federal level. 
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o/^8'-fS;*''v"''''T''' -V'"'- ' "'^'^ '-^ somo-what in excess 

107^ fn H ' • ^ v'- that fl.o hu(l-(.t n'<iU0.st for fisral 

l.»(.> for the same hw item is $1 1;-) million. 
Aojv, sompthin/r lias happened, or .soveial tliiiifrs are happening, 

ZZVt" ^ '^"f '•^'•'"''•^ ^ «='> i.r. here is IE yo'; 

.Hi«rlit to he very wary about ntnriiiii;; ,o a-wnditioii, to !i set of 
nijumstaiices, under whi.-h ,hi.. defaulF pattern h.s ..on.iml what- 
e\er its varyin<r reasons, 

S'oi.' ''V"T''"^ ^V* 'T^^ - ^ ^'^^^'^ suppose we've 

ma onon-h tmH^^l(^e^ the ii.w situation, whieh be^ran in March 
l^iX to know what tnat pattern .nay be as it develops. Bnt there 
IS some kind of lesson fimu liistory here that perhaps we onHit to 
l^anu and this ,s what roncerns me as chaiiman of the board of the 
>tii(leiit Loan Marketin<r Assonation. 

Mr. O'ITaua 'riie problem, thon^rf,, ^vith the svstem we are now 
operatinc^. is that m onh;r to pass the needs test to cr{.t the loan, the 

^^'^v need is not a loan but 

^!'' rvir^''^''J" appliration of that 1972 -73 rhan-e, ves. 

Air. <) H m;\. So, what we are doin<r is that we are reallv exrhulin'^ 
the people for wliom the loans wonhl be nK).st af)propriate and uuU 
tiufr them in the bands of the peoph' for whom <rrants wouhl be more 
appmpnate. We are sort of b;^ekin«,' down tiie scale. 

Mr. M((\i5K. M\<:ht yon ,tiot ^ret ba<'k. bv a modlficai ion of this 
ueeds assessment, somethiiii^ that will i)rin<V the borrower^ eiremn- 
stances into focus and aIlo<v the eoHeirc and the lender to <r\yQ them 
some Jielp^ 

After all, most of these kids are 17 and Is vears ohh Tins is their 
hrst^connnercial (M-edit e.xperienre. 1V) me it seems a shame- -if T am 
a l<-year-ohl with no prior I>an!:inir experience, and I have heard 
that I can }to to a hank and cret a loan- -it >eems a shame ^om( how 
to deny me, by rejrdation, the opportunity t<, ha\e scmie wi.ser people 
coniwel witii me. It seem^ a shame in set up a condition under wnich 
1 «io and Imrrow whatc\er I think 1 neerl, wbate\ei 1 am entitled to, 
and ro have people of rhe u isdran and cNperience of .Mian Turdy 
fore<'lo-ed from eounseluicv ^^]th uu', to ba\e a kinder forecloseci frorii 
connN»hn<r with me. 

Whatever you do. I hope that ym builrl inio this mechanism a real 
three way relatir)nship iuvr)l\in.ir i\w i>r)rro\\cr. the school, and the 
lender, so these kids will iH)t be cut arlrifl to take a burden on them- 
Mdves which is mon» than tbi-\ ueerl and iisore than tliey want. 

Mr. (rn.MM. 1 woultl think that that i> what Ihe banks would be 
doiii*jr. 

In the fir-t p!:tce. the hankh are not ^^nintr to make as manv loans 
as there is df»maiul for under au\ set of circuuistauccs. Thev never 
have under tbi- pro^rrani. and 1 am >uie (he\ ne\er will, no'nuitter 
what \vt» do. 

Sccondb. I li;id 'd\v;i\. Ihoiiirlil ^hM that is what the bank loan 
oflic(»rs veic loini:: dis<ii.^>inir uith |he prospcctue I)orrower> tlie 
purpo.^e t)f tht> loan, tlic need for tin* Inau. tlie terms of repavmenl, 
and M) f{»rth. 1 know an\ti!in« 1 ha\e btM'ii ni a ban'k s"ekin<r a loan, 
tiiey <ii<brt inst ^a\. ''Jhic. sion on tNc d()t((»d hue. How much do 
von need il' 
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Tliev said, '\\o\v, wait u minuto. For wluit do you pro|)ose to use 
the niouey if Wliat soil of security do we liavc or could von ^dve us? 
You know, tlioy want to know soiiietliiu^r about it. 

Mr. McCabk. Hut the pre- 1072 rules proiii})ited tliat, effectively 
pn)liil)ite(l it. As Mr. l^udy .said earlier, the college was foreclosed, 
tlie lender was etlectively forec^losed, from reallv counselin<^ with 
tliesb kids. 

' Mr. OII.MM. Perliaps tliat is tlie kind of clian«ire we need. 

Mr. PncuY. I certaiulv would liavc to say, as we Iiave hotli talked 
and worked to<rether, I don't tliink tliere is any program that is^oing 
to function tlie way we want it to without the exorcise of ^ood judg- 
ment and wisdom \>n the part of the trio: the lender, the borrower, 
and the student aid counselor. 

I don't know, maybe I don't read the fine print or the lepal Ian- 
piuge correctly, but I liope that this amendment has in it nothing 
that would put us back in the situation wheio the Office of Education 
cf)uld is.sne a directi\e to the lender or to me as a financial aid officer, 
saying this is a trfin.sacticm on which you cannot exerci.se jud^rnient. 
I lio})e that we are not <roin^ back to that. 

T see tiie amendment recommended here as written up so that tlio 
lender could exercise ju(!<rnient, ami I could still exerci.se judirnient. 

Mr. ()'HArs\. I certainly think that ou<rlit to be clear, either ex- 
plicitly in tlic le«rislati()ii or implicitly, in .such a way as to make it 
clear to the Office of Kducatioii that no such strictures are to be 
impo.sed on either student loan ofIi<'ersor on leiidei-s. 

f>(H*s ilie trciitlemaii from California lia\e any (jucstions? 

Mr. Brirrov. No, ^fr. Chairman. 

.\rr. 1^ i,M>v- III li^lit of your comment there, T think the lender, 
on Mie form that wc use, jieeds tn he. pr()\ ided \\ itii more information 
than iic has pre\i(iusl\ iiad \\l'irh would assi.st him in counsel in<^ 
with tiie student. 

\ tiiiiik this is one of tlu' thin<r.s. When a student apjdies to us, 
wo <ret a ]>rett\ <rood rundown on iiis famih situation, whether lie 
has worki'd this suiumcr and sa\eil money, whctluM- he ha.; a savin<x^ 
ai'couut, and tlien we would pro\ ule an\ other aid in teruis of irrants, 
or jol) on caUipns, or an\tliin<r <'Ise. If the lender is *ro'n<r to make 
a wise loan, I think he sliouhl know tliesc^ thiiiirs as he deals with the 
student to wiiom he is offerin*: additional credit. 

SU: O'Ff \K.\. Ve.s, I think that uuikes a <roo(! deal of sense. The 
ap])hcation form ])i'o\ides for mueh of that, but it doesn't have any 
plaee to sliow, for instance, the t\]>i< al bud<rtt of that .school, so the 
loan ofllrer Mia\ not know bo\\ nun h it omrlit to cosj that, bornnver 
to <^o to sebooi. 

I tliink perluips we ou^rlit t<» ;fo into sonie of that a\ the applica- 
tion M> that tiic bnuK's student loan offi(-er knows wliaf it takes to 
send that kid to srijool for a u-ar, w Iiat other resources lie has avail- 
able to liim. and then tl:c\ can make an intclliircnt decision as to 
wiiethcror not Im' ou<^lu lo(|Malify for the loan. 

Tla* irenl h'man from Morida ^ 

Mr. r.KMM\N. I was tr\in<r to {i<rure oul vour I or percent de 
fauH ratio, hs tliat I or penent of the avenij^e outstaiidin^r of that 
\ear i.s defaulted, or \ ui peirent of (he numeri<'al jiuniber of stu- 
dents^ 
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Mr. PuRDY. In our case it is of tlic matured paper. In other words, 
these folks have graduated or dropped out of school, and tliey are 
supposed to be repaying?. These are peonle wlio either we can't find 
because of lost addresses, or they are people who have seriously de- 
faulted in their payments. 

Mr. Leiimax. '\Vliat is the amount of the matured paper, cross 
amount? * ' ' ^ 

Mr. PuROY. Now I am talking about the national direct loan. I 
expect we have around $3 million in matured paper. 

Mr. Lkhmax. How much of that is charged off each year? I have 
l)een in the consumer finance busines^.^ I am just trying to relate what 
my own background tells me in regard to tliis. 

Mr. PuRDY. Actually, under the law there is none of it charged 
off. We still have it on all the books. 

Mr, Lei.max. You say anything above 1 percent is too much, but 
1 perceitt of what? 

Mr. PuRDY. Mr. I^hman, our figures are based' i>pon all of the 
money in a payout status or that which has matured which has not 
been repaid. 

In other words, if we loaned a million dollars, and we lost 4 per- 
cent of it. that is $40,000 gone. This is what I mean. Of every million 
dollars that wo have tried or are trying to collect, we have $40,000 
that we are not sure now we are going to get. 

Mr. Lehmax. I have run a consumer finance business. If we had 
an average outstanding of a million dollars and at the end of the 
year we had to charge off $iO,000 as uncollectible, we had a 4 peicenu 
loss ratio. I am trying to relate vour loss ratio to that/kii.d of book- 
keeping. 

Mr. PuRDY. These are e.xactly the same figures that I am quoting 
here: it is exactly the same except that we are no^ permitted to 
charge it off as a loss. Wo have to carry it, and then in subsequent 
years we build up to anotlior million dollars which should have ma- 
tured and l)een paid off and by that time we may have nin through 
$2 million of matured paper, and we have $80,000.' 

Mr. Lehmax. Does the $85 million line appropriation mean that 
you are charging Dff $85 million worth of paper? 

Mr. Pt'RDY. This in the insured loan program moans that the lend- 
ers have not collected $85 million or $55 million or whatever. The 
lender has been rer)aid. The })ai)er now belongs to the U.S. Govern- 
men^ Thv T.S. jRoveriimen't caii make an effort to recov^er that 
money .They are/making an eToit. but they ha\e no^t had a sizable 
staff going after jit. 

Mr. liKiiMAX.MVhat you luv doing is trying to collect on paper 
that is already in default. 

Mr, Mr(\\BK. You bought the defaulted j)apei*. 

Mr. Leiimav. If you are trying to collect 05 percent of defaulted 
paper, that is a good ratio. 

^fr. PrKDv. Let us say the collof^tors are rollecting 0' Mit of 
tlip original paper, the 5 percent goin<>: to the (lo\enuuem ...nv, thev 
are tooling up to put a lot more personnel on seeing how much of the 
other 5 i)ercent they can collect. 

Mr. Lkiiman. A salvage job. 

Mr. Pt'Rnv. That is right. They i-ertainlv won't gel 05 percent of 
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that, but we hope they can get ha!"" of it or so. I don't know wliat 
they will get. They have not really made the concerted effort yet. 

Mr. McCabe. Another way to look at the figure perhaps would 
V 1>6 that you have $115 million of bad paper turned over to the Gov- 
ernment for which Congress has appropriated money. The average 
loan is somewhere in the neighborliood of $1,000. This means that 
there are 115,000 students wlio have failed to pay. 

Mr. Lehman. The banks? 

Mr. McCabe. That is right. 

What Uncle Sam will be able to bail out of that, the Lord only 
knows. It will take time to find out. 

Mr. Lehman. 115 million, roughly 4 percent of the total gross 
amount that you guaranteed banks. 

Mr. McCabe. I don't know how those figures would relate now, 

Mr. PtTRDY. I would say that is more nearly the 4 percent or some 
percent of that paper which, not the total which is loaned, but the 
total which has been loaned and come into a repayment status. 

Mr. Lehman. 4 percent of the total money that is now due and 
I)ayable to banks? 

Mr. PunnY. Yes. 

Mr. Lehman. Or due and partially payable. 

Mr. PuRDY. Yes. Does that answer your question? 

Mr. Lehman. Yes, but I think you compare apples and oranges 
when student loans should not be 1 percent when you are picking the 
bottom' of the barrel in making student loans with no possible credit 
rating. 

Mr. PuRDY. In other words, you are saying let us look at the 95 
i»ercent of the students who are borrowing and who are paying back. 

Mr.-LEHMAN. I once knew a credit man who got fire<l when he cut 
down the loss ratio from 10 percent to 3 percent because he was being 
too tough on sales. 

Mr. PtTRDY. This is what we have been told to do, and that is for 
the student who wants to get a post-secondary education, it is our 
job to see if we can help him arrange his financing. 

As you say, in so doing in some iiiStanoes we do* scrape the bottom 
of the credit barrel. 

Mr. Lehman. Well, just don't lose faith. 
Thank you Mr. ^?fiairinan. 
Mr. O'Hara. Thank vou very much, gentlemen. 
Our final witness today is Mr. Harry Drolet, senior vice president 
of the Connecticut Hank and Trust Co,, representing the American 
Hankers Assf)ciation. 
Mr. Drolet, we will be very pleased t-^ ^'ear from you. 

STATEMENT OF HARRY J. DROLET, SENIOR VICE PRESIDENT OF 
THE CONNECTICUT BANK & TRUST CO, OF HARTFORD, CONN., 
APPEARING ON BELALF OF THE AMERICAN BANKERS ASSO- 
CIATION, ACCOMPANIED BY CHARLES 0. ZUVER OF THE AMER- 
ICAN BANKERS ASSOCIATION 

Mr. Droi.kt. Mr. Chaiiman, meml)ers of the committee. I am Harry 
J. Droleu senior vice president of the Connecticut Hank and Trust 
Co. of Hartford, Conn., appearing on behalf ot the American Batlk- 
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ors Association. Ai)|)earin*r \\itii inc is Charles O. Zuvor of the Amer- 
ican Bankers Association. Vou lia\t' copii'.s of our statement which 
\vc wonld like to ha\o mack* part of thi» oHicial record. This state- 
ment : 

1. Expros.^es the iihica^iii**: .ippu'hen^ion of hankers as the aca- 
demic year 1074-75 approaches. 

2. Indicts the current needs test for interest Mihsid\ detennination 
as complicated. coufusin«r. and unduly restrictive. 

»3. Keconnnends a return to a protrrani of conchisiNe ])it?snmption 
of interest suhsidy entitkMuent in all situations where adjusted faiji- 
ily income is Inflow a <ri\en le\el. We endor.se the proposed level of 
$20,000. 

4. Urp^es the extension of the special allowance pro-am to be 
coterminous in 107:> wiih the current IIi«rher Kducation Act of 1005, 
as amended. 

5. Prays for eari\ enactment and implementation of the proposed 
, chancres. ' ,^ 

We ha\e saiil these thin«j:s before* ;.nd I am certain tlie committee 
has heard thern nuiny. man\ times. With the chairman s permission, 
therefore, I reipiest that we he permitted to snhniit tliis statement for 
the reconl unread and that whatCNer time is a\aila])le tliis morning 
ho u.sed to respond to qjiestions from the connnittee from the vanta»re 
point of the bankin«r conuuuni ty. 

Mr. Oil \nA. Thank yon very nnich, Mr. Drolet. 

AVithout objection, your full .statement will be made a part of the 
record of this hearin^r. 

[The stateuient referred to follows:] 

Staikmkni oi/ Harry .T. DRoi.rr. Skmor k iMthsinKM of tu*^ <\»NNK».mcrT 

n.V.NK \ THU.KI Co. of HAItTKOIll). PON.N, ON HkIIALF Oh VUK .VMKKKAN IU.NKKUS 

Association ^' 

Mr riinirmnii nnci incinhors of the eomniittee, I nni picnsod to hnvo tliis 
opportunity tc» (Hstii.ss tn\v po.<sil»lo sohition to the prohloms eon fronting the 
OiinrnnteoU Rt inherit Loan pro^cmiii \v\t\\ >ou I am Ilnrry J. Drolot. Koiiior 
vice presiiJont of the Coiinec tinit Bank mid Trust Oompjiny of Ilnrtford. 1 nni 
testify iim on l)olinIf t>f thr Aiuericaii nniikers A.<;*^ooiJitioii, 

Aft tlie hJrupj^t siurW lender of cnnrniiteod stu«Ient lonii.s hankers .slinre ^lie 
ConKres^' desire to insure all <|imlified .Vnierieniis. roKnrdless of iueouie, tiu» 
opi»ortnnity to l»ettrr tlienistdve^ tlirf»ui;Ii ndvaneed edumtiou. Since tliis jiro- 
^niiii iM'^aii tiM' Natiuii's l»:iiik'<. hold les.s ttiaii <I0 iHTcent of tlu> tlt^posits 

in all depository iiistifntions. have ni.ide inoro tUnu SO percent of all loans 
under the program . 

T?ankers are Jilso aware, a*- i^ the Oon^jress. of tlie decrease in the number 
of student loaii'* math' uiuh r tlic pro;;t>ani in the past >ear In an effort to lind 
solutions ti> Hm* prohhni.s th.it (ausnl iliis derlnio rt*pre.s('ntati\es of the .VHA. 
4durational institutions, ami State stialcnt loan ofTinais testified lM>f<ire the 
S^natr SiiIm ijuimitteo on fMination and this suln'omniitti't* last .\«*ar. Tuoniaior 
pro»:rani prohl.Mits idnititied nt that tinic wrre the rest rit t ions iriUios(M] lt.\ the 
uetMls test and the elTeets (»f irdhition on family ineonie 

Till' Sfiirttc has r<Mrntl.\ pa^Md II U rj*J.*>.'i that \\<»nhl elindnate the n«H*ds 
tpst for interest suhsidy (»n Ouaranteed hjuns for students witli an a4ljust«ul 
faniilA inrouie of less than ."^LV^OO, AH\ president Ue\ .T M(jrthland \oieed 
tlie assiK latiori's support of this uiiirndnient in a h>tt«>r to Sen. Pell ( s<><> 
attaehineut) 

At tliis time the AHA would also like to voire its approval of the hill pro* 
pjfsHl h\ the rh.'irnian o'Hara iiid otlu r iiienihers of this roniniitt<M» whirh 
uoidd make the needs test ( \en more realistit h\ takiii(; into acMiunt the effects 
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•ana.ion ha; .... .... .n, of _■........> :. fn.nl.y ^t.^^ 

*'To'Xru^So^J^J''MrhJ-..K. .unUin« „i loan P<.H.^v t.-a. 

WoiiU^^^ tlic i.iVMlins! lino f..r <,l,tiiiiiin;; itit.-rot mi..mi1.v. v.i}U nod ti- 

«,ri«.X tho 1!)^ Klhuation Anu.n<lM..-..t. 1ms ...rn an a.lj«.<l...l faunl.v .n<-.,m.. 

n fnmilj IvoMia r(.,..ir.. $21.M0 ikt j.-ar to Imvo t.n- ...,.v,n^' powor as vvitl. 

The c-ost of e(UK-ati<n. has rison nlon« with tin- oost of 1 '^i '»■'• "^' "J*- 
cost of tuition, roon. and hoanl at private 4-.vcar .•ollcKi- ros • f--'" ' ^•'?- ' 
VMr n Ift-O to ?3.'JK1 today. Tl... .osts at puhli.- institntio..s '"nv.- a is. r..se .. 

TMs "t-'a ion is . ISO ron.K-t.-d i.. th.> in< r.-ns.^l av..rnK.. ... ........al <ma s 

, >r th."Vi.mr:...t.K..l Stud.M.t ' IT-.k™.... 1.. lytH) l'"' f f I 

loa.Is avoraKiKl SKT^ wl.ilo tl..' nv>raK.- for t.Kh.y has r.s.-n to ^.M; (.mh at 
tnrhpd tnhlo from tho IJ.S. Oir.c.- of Kdu.-atioM.) , 

H Tl 12523 takos all th.^s.- f.n-tors i..to .•onsld.-n.tion. Tl..' h|ll ...J.-o s .> 
„m " . OK^oo of stahility i..to tl... prounl... hy i..<-oriK.rat...K '•^t;:»|; f 
"iTcIni iatorcst ..llownn.-.' to U- .•otorn.inius with tl..' oth.-r i.rov..sions of the 

""■while wo S^rt . ..so ,.r<.Kran,s. uv d.J ..ot s.-.- t...;...'as tl..' •'>"« "V'«^;:"V.'; 
tions to tho p <.hl.'... of n..n... i..K .'d..cati. .. for n.id.llo ■"•''"''• »' '''•;. , 
«r" how.-v.-r. f!"' o..ly l.-;islativ.. .s<,lntio.ts to thcso prohl.-nis th..t l.nvC h.o.. 

th.. .onnnili.ity. Tl..- .-...l r.-sult ...nst W a pr .Kra..: ........11.-...1 to the .stu.U nt a..o 

"T."^r,i^ro.i";.:t:riikri.:*:;n,.r^ ,.ndatio...s i....or,.rat...i 

int. nnv i rOL-n.... or r.^nlations th.- (-....Kr-.-s n.iKl.t w..sl. to .•<n.s. o.-r 

1 rA.d..otl.m i.. th.- .n..ssiv.. a.non..t of pi.,K.rwork a.... r.-d ta,K- h.volv.-l ... 

•'T'r r"i.:"t;!' i'.rt",:!ri:d .. l,. .i..f..n.t ...... fi,.ai 

"T„"'?!;^uir..n.....t t..at t...- ..)t.i. o of .■:d,.,.ati..n .l.-v.-K.p so,.,.. .....for... .jui.l... 

„„os roiativo to tl... ^ t..,W tl... ..........dn.......^ t., t..,. ....-...-r 

FVhu."Mo..' t '..rW^ . . ..K"ak..'..m..t ...o..f. aft..r ....a..t„.....t to 

„r; ...It n."klnK .nor.. no,-,.M..,si,li-/..... n^ •.•|.is -p..- -s ralM-d 

'"^;-;r.d."d.*.n:r?.Th,"r I'la-To^t ..f ..olLt.... ..... i..tor..st ..n th. .o„..s 

Mr. th." ■,ri.i, . r..asoi,x .t sh.iplv .-...-t nx.r.. toU-......tt- p..r..K.„- ,.,t..r..st oi. t...' 

.7,i sl,r;. Voan fro,., in-hiLiua. .^ta,...,.4 ■■'•-•■;i;-„;-;; 7;'i?^; ri;.'.': 

V..VV li.M.l..rs nr.- \vi..ii,i; (:> for..Ko t..(. ..arn. ..(*.- on ii.t..r..-t t.,at w.aii.i m... r 
witrLv. t., .... pl.i.l 'I !.. ..t tl... s,',,,.. tin,.. iJ.i«.... ... .-ay in......... t-.-V on t..is 

'''•Arth..[''.p;"sM.,,. that fr...n.....tly ari^.s is w.h;|ar.. ...n„s ..ot n.a.l.. ahov.. t... 

„m.ss . is ,..„.n.l..nt.a. i..for.„ation. is r..|... tai,. to . ha..,.-, th.; P;;''f';-;;'! "j 
H^.onn..n.h.tio« of tl... Kin,...<.ial .\i.l otrKor \\V d.. know h<nv..vor M,at m 
H.rW . -s^^^^ tl... l....d..r i. fan.lliar ui.l. th-. li..an.-.«. ...r. -nnsta/...- of 
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the student nnd/or his fainHy. tlmt the nmonnt of hmns hnvo Wn incrensed 
wnore warranted. Another factor that me<Hates against the increa.si* in the 
amount of lojins by either hauler or Fin«n(;|nl Aid. Officer Is the concern that a 
irovernment audit will one day challen^re the validity of the increase. 

TlIK AmKKICAK n.\NKKR8 ASSOCIAUOX, 

T,^.. „ Wanhitwton. D.C. February 4. /m. 

Hon. Claiborn'k Pfu.. 
U.S. Senatk, 

WA8HIN0T0X. D.C. 

♦K?^"^ Senator Pki.l: The American Rankers Association was pleased tlmt 
tnonf^fo w n^i.^" rJ-^^r ^'"^ \\i^\tnTs> uqaniniou.sly adopted an amend- 

nient to H.R. 122r>3 relatod to the ^niaranteetl .student loan projrmni. 

AS you know, in previous testimony hefore your Suhcrtnunittee. the Associa- 
tion reconnnende<l that the restrictive needs u»st that was heiajr appliwl to the 
^lamnteejl stmlent loan proRrnni he either diastlcally n'Vise<l or eliminate<l for 
those students who.se adju.sted family income is helow $ir>00() - • • 
- J f ".^'^l"" C'ninmltto<» on this nmtter will he of Rreat 

8tudent"^nV ''"^ disi»enstii>c the suh.siOized 

^.nf /iLn ^^j?m" m"" ^T''''^ 0«i»Rres.s. we ho,K. that tlie Office of Kducation- 
r„ M ^'"1"*'"'^^ »»*«'ssary rules and re^ndatioiis to carry 

out the Intention of Ooufrress ^-w 

Your continuing Inten^st in this program is greatlv apprwinte^. 
Sincerely. 

Rex .T. MoKTiiLANh. 



Guifinttt 

^ ^ Overill Federal ijency 

Fiscal y tar: 

iS* J752 

973 " . ?S? 942 
^ . l.;<5 1.242 l.24« 

^ Source: U.S.Offic« of Education. / ~ 

Mr, O'Haka. Mr. Drolot. yon lunv hoon*sittiii«r thron^rh the testi- 
mony of the other witiio.sso.s. Yon have henrd some of the questions 
that have been raised. I know too, tliat vonr asso(Mation and its 
members are ronccTned abont dofaiilts of'anv kind of loans vou 
mi^jht make. 

Apparently, thojicrh, ym do not feol that the l?crislafion proi)o,sed 
woiild have a Imrmfni offer* (tn the default rate. I wcmder if von 
could elaborate. 

Mr. Dnoun*. No. we doirt. As a nmtter of fact, I find it quite in- 
teresting that several o[ fhe witnessrs before our appearance indi- 
oatod ♦hat the needs test i:'nrrently m existence in some fasliiou or 
other IS comhicive to co^^tiselintr and tbeivfore a\oidance of a hich 
default rate. 

My snpr/restion is almost tlie converse in that tlu needs test ends 
up with a very impei-sonal computer prepared ma.ximnm recommen- 
dation for loan entitleniont which does not reaily tell the student 
liow iiuiclrhe can afford to pay back when payback time comes. It 
merely attempts to tell him how much he renllv'needs to add to what 
assets and income he pref^etitly has to »ret tiirough 4 yeni:s of colle/ze. 
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Mt. 0'Har.\. 1 really think that yow have an excellent statement 
Wre. I am especially impressed by the way in which yon recognize' 
at the bottom of page 2 of your statement, while you support these 
programs you don't see them as the lone-range sohilions to the pmb- 
hm of iinancing education for' middle-income families, but they 
at«„ however, the only legislative solutions to these problems that 
havetjcen offered to date. . . • • " u- i, 

I think that is a very accurate description of the situation in which 
we find ourselves. You think it would be an appropriate time for 
financial aid officers, student leaders, und coagressional staff to. sit 
down and work out a program acceptable to 'all parties.. I certainly 
agree with that. - • ' . ~" T 

I certainly don't think that we are presently in a situation where 
wo.can say we have arrived at any kind of sensible and rational and 
workable solution for tbe increasingly difficult financial problems 
that students from middle-income families are focing m continuing 
their education. Also your specific suggestion? are good. 

My feeling -is that the legislation before us would sort of open 
up th»- bottleneck that we created. It would now give you an opi)or 
tunity, Without the delays and the paperwork and this mechanical- 
applicatil)n formula, to sit down with the prospective borrower and 
have yout student loan officer say to the prospective borrower. All 
.richt, lers se<5 what is the situation." And review that borrowers 
n^ition, the borrower's need, make sure the borrower underetandg 
how the program operates, arfd what his obligations are under «i6 
program., and then make an asses.«!ment whether you ought to make 
the'loan, and then make the loan. ««^f in 

It seems to me that the puts the discretion back wKere it qught to 
' be. and that is with the^dfer and' not with some mechanical formu- 
lation.* \ 
Does that make sense io you ? . , - *u 

Mr Drolkt. Indeed it does. It certaiply does. One of the things 
v.e would like to-call to tl»c committee's attention is ouv concern about 
what caused the crisis in 1J)Y2 and what caused the <^"sis agarn n 
1973, at least it was a major contnbutoE, the untimely changes m 

We* f?S%lmt if chn'nges arc to be made,\wnd wo ^rongly recom- 
mend thai thasc tirntal. proposed in fuct W^^'^^^/^'^;";? j^^.^l'X? 
. . become eff«:tive as soi,n^ ,K)SjibIc before get « '« P^t wis 
for academic ll>74-7f. whtip^irts m ate fM. . Iun|. That was 
ourbig prob1p-» in l^. It was a problem jigain / , , 

. M^. O'lL- ... I don't suppose there.,Wnuy ma^nc 
-You can't say. "If we^don't have this by the Ides March . or 

'■'"IrrDnoSVo. I saggiest tin. April is a pretty dorfitant nlonth 
' in teni.5 o? activity. If we had enoftgli advance notice of 80 to fiO 
days niaxinuim, (hat wonsd be quite adequate ^ 
Mr O'Hara That, is mv notion, thiit this is sort of a quick hx type 
. oF-t!iing. th.it nolMKlv rerognr/.es tln.s; as a i^ecmanent soh.tiou Tt^is 
ii St ietliinir tl)at 'can be done rather q.n5k y and that will help 
•• S ?5M>rohTem and then it ;«ve6 u. \ little time to determine m a 
more thorougli miiimer what ri?lier thm.^s uuglit oe done. 
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Afr. f)K(M.>7r. I?rcci8clv. 

- ,J}^' ^'^'^''■\- '^'''"nk y»» very iniicl.."air. Drolet.Wfound your 
tKitnnony succinct and to flie i)hint and well. thojighAut. I wish to 
bomphment you on it, . . 

Tli&nk yort very mudi. " ' ' ■ 

* ativised-by Bob ' idrinji-j that it is tlie intention of 'several 

of the st;jff to remain after the hciu inp^ is adjourned, whidi will be 
lu about 4:. seconds now, and if there arc those present, witnesses and 
others. who would hke to discuss the problem in an informal way with 
tiie memhers of the shrjl, they will have that opportunity to do ^ 
■ ""4;;«".'*^*?'>' HPoii the adTonrnment of the sulH»nimittce. " 

. Ihft subcommittee will now stand iidjourncd to meet tomorrow 
morning «t 10 a.m. ju this -room. We will !« hearing? the Commis- 

. ^oiicr of Education and Mr. Jame^ Jung of the WiaM)nsin Higher 
K-djicafaon Aids BoaVd, ;• • . ^ « 

.[Wiiemjpon, at. 11:27 'a.m., the sulxsommittee ^idjoumed, to recon- 
vene at. lOsum.. Friday, Feb. 15, 1974.] - ' 
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* ^ HousK OK Rkprkskntaiivks, 

SPKCIxMi SuUCOMMITTt:K ON EDUCATION' 
OF TIIK COMMITTKK OX EdVCATIOK AND LaBOR, 

• Wash{nffto7K 'D,C^ v 

Tiie subco^iimittee met at 10:iO a.in., pursuant to recess, m rooni 
•22/)7, Raybiim House Office Buil Wug. Washington, D.C., Hon. James ^ 
G/O'Hara (chairman of the snbcDnimittee) presiding. 
' Trer-ent: Representatives O'Hani, Dcllenback, and Steiger. . - o 
Meml)ers also present: Representatives Grasso and. Broomft^ld- , 
Also present: Jim Harrfson, st^iff director: Al,Frankhn^^unscl; 
Elnora Tcets, clerk: and Robert C. Andring;x, minority staff j^lrcjlgr. - , 
Mr. OIIaka. The sukonunittee will come to order. V- 
Todav wc will concliutc our hearin^«> on H. R. 1252n.anctreMe(l 
Icffislatfon designed to eliminate needs analysis from the;p^uai:nntee(t 
loan progi^anr in the case '6f faHnilios with adjiisfed fanyly mm^^ of ^ 
less than $20,000 who are seeking loans of, not inoro than S^,OpO- 
*/ As T lulve told pi-evioiis witnesses, we have lxK?n ;gnmarily inter- 
ested in taking testimony on the needs test qtiestionbiit;;^6 do so 
u xvithont foreclosing in any way cosnideration ofcitoitees f??*?^ 
cmamOtnde in the loan programs. Certainly, the ne%^^^^ 
only pfoblem confronting students, families, l)a^ks>r|4>rogram^ttcl- 
miiWititors.biititlmsWnamajor probleip. J ji% 

The Commissioner^ is assured that if he wislto^ to testify orf other 
mntter^^ affecting the loan program that i^ive cJiM^^^^ 

to 4us testimony altl^^ugh we are primarily mte^e>sted;at. f^ys t^me 
m the needs/ test (jucstion. \ , \ - L^ir^.t^ 

Before going into our testimony today, T ^vl]l, ,^^)th "n^nin?^"^ 
(:onsent;have inWrted in^the record'a copy of a otter I.;recoiVed Ifct 
week fro^i Under Secretary Carhicci rcgarding.fhis proposal now be- 

fdre us. i - . % 0"— ' 

[The lettw rcftMTcd to above* follov.ii : | ^ ^ 

rTiiK TTmI>* .Skcrktauy of Ukalcu, KiirrATioN. 
/*HoN. James O. O'IIaka. * . . ^ ^ 

.•^llOUSK OK KK^R^:SK^•TATIVKS. • . ' 

- \yASHIN0TO.N-, IXC. fiti. ' ..... 

• Ofar Mr. 0-IIaka: Tliis letter Ls to c^xprcsN iUv A^ffniiMstKiU^;. s views on 
H U n2053 ns t reported h> ti.e Sonnte Couunm^ii ^^^'i'^Kif 
We hirron ^ :?O. AVe are pleased with the oxtensioji l$*M«on 41. (h) 

of I rOenenU K^^ IVovi.sioi.s Actjn the House ikism>^1 f »[J 

S We c/m.slcler that pnm.pt exteiisionSjf the Tydin^s ment s 

uc^c^sary. tfconr iiatioirs state and local schoo I nuHinev^^^^^^^^ (.111 
I>ro;:rani their KedernI eduentional fund.s rationnlly and en|rthM>-^^ . 
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' ^ However, we strongly oppose the provision a'dded to H.R. 12253 by the Senate 
Committee which changes the niles for Interest subsidies on Federally guaran- 
teed student loans. The change would make loan^ of up to $2,50aa yen eligible 
for » -7% Interest subsidy while & student ihm in school and for certain sub- 
sequent periods if he "came from, a &mlly \^*ith **a(Qu8tetl family incolne** of 
less than 115,000 which often means over $20;000 In actual income. 

we fully share the concern that loan fund^ be readily availably to all 
students, including those who. have had : §(]lfflculty obtaining loans thii, last 
ycftr- As yog know, theiPresIdent has Jnitructed the Secretaries of the Treas- 
ury and of : Health, Education, and Welfare to contact leHders under Ihe pro- 
gram ,ta get ..them to reaffirm their commitment to the-^atI6n*s educational 
needstbyixnalcihradequate funds ave liable, for student loans;' 

last tew months we have been actively engaged in eiforts to find 
lenders Just what .changes In the way the program works would lead 
• them to increase their student loans, xyhere management changes are called for, 
nec^Ty action will be taken immediately. Where legislative action appears 
to be needed. It wiirbe requested. // 

What is cruciftl here is to make sul* that adequate loan funds ar^ available, 
. anu not to expand the universe of those eligible for the 7% subsidy. At times 
during the past year these two issues seemed to be linked, because many 
lenders used the criteria for subsidy ^ligibUity as a basis for Ationing the 
funds they jp^ere willing to invest in the program. • 

We hOieve that, a move' to a near-total suijtidp of thta program may not he 
eff^tive and is ^certainly premature, 

We are, convinced that the leveling olf in loan Volume is not primarily the 

Jesuit of the iQ^tltutlon of a needs test but rather Is largely due to such com- 
Bex, inter-related foctors as: "Tight" money^; Lender concerns over the 
lllquidlty of student loans; and Initial proble^ns 4n setting-up loan servicing 
practices to* accommodate more unsubsldlfed loans. ^ 
^ Additional steps are being taken to assure adequate program growth : Opera- 
W tlons of the Student Loan Marketing Association will both Increase the suiP 
, ply of lendable funds and increase liquidity of the student loan paper in lender 
pertfollos; and Paperwork can and will be simplified to-reduce lender' admin- 
istrative costs. * 

It concerns me that precipitate action now to exiSind Interest substdles on 
the scale proposed would impose a 'njajjo'i^ constraint on actions which' could ' 
be taken in revi^ng thw program to Increa'se/beneilts to both low and middle 
income students. - / . ^ 

We believe that upcoming barings thfs 'spring on^the expiring GSLP legis- 
lation would be the proper place to consider thoroughly the proposed chaifges 
in Guaranteed Student Loan subsidies. TJie b.ulk of the loans for this school 
year have already been made ; the lending season for next fall begins in July. 
Changes made this spring can be put in pla^e-In time for this summer's lending 
cycle. When th^re Is sufficient tirfje for full Consideration' of alternatives, as 
therd Is In this case, It seems logical and rational to proceed deliberately ■ 
ratWer tlyjn hastily. t -iv 
We therefore strongly urge that this rider be deleted trom H.R. 12253. ' 
Wel^liave been advised by ti^e Office of Management and'l^udget that enact, 
ment of tjils bill withrthe change in tlie rules for Interest subsidies wouUFnot 
be consistent with the Administration's objectives. 
Sincerely^ 

( Prank C* Cablucci, , 

► Und^ Secretary, 

Mr. O'Hara. Our first witnesses today will be the Comniissioner 
of Education, John Ottina,AceomDanied by Peter M\iirhead, Deputy 
Commissioner for Higher Educatlfl^; and Jim Moore, Director, Di- 
vision of Insured I/)anS£>(nd Charles Cook, Deputy Assistant Sccre- 
J:ary for Tjeprislation ip^^ucation. * . . ^ 

Mr. Commissioner, we\vittbe very pleased to hear the recommen- 
dations of the Office of Education and of thfe Department and we 
• are delighted to have you appearing before us today. 
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STATEMiaiT OF HON. JOffll OTTINA, COMMISSICi»ER OF EDUCA- • 
TION; ACCOMPANIED BY PETEK MUIRHEAD, DEPUTY COMMIS- 
SIONEB^POB HIGHER EDUCATION; JAHES MOOEB, DIRECTOR, 
DIVISION OF INSURED lOANS; AND CHARXES COOKE, DEPUTY 
ASSISTANT SECRETARY FOR lEGISLATION (EDUCATION) 

Mr. O^iNA. 'Mr..*Chainnan, And members of the subcommittee, 
it is indeed»a pleasure to appear before you agam. 

We tvoufd like to discuss with you this morning, Mr. Chairman, s 
not only H.R. 12523, a measure which change the basis tor 

interest subsidies under the federally insured student loan program, 
but, as vour earlier statement indicated, a wider range of- issues. 

We believe that there are two principles which should guide the . 
Federal role in student aid : •■ i„ 

First, Federal grant aid should be predictably and, uniformly, 
availabie to all needy students. Such grant ai4 should be available m 
' amounts necessary to put ti post-secondary education within reach 
of these students and should sen'e to equalize available resources. , 
Second, the Federal Government has a role m making student l9an 
funds available to all students. Student loans are an essential vehicle 
\iov giving all students a choice of high^cost as well as low-cost edu- 
cational programs. They have, moreover, a legifimate and important 
Se in e5ab!ing f amilies-of .al5ncome levels-to .spread the costs 
of education over time to avoid concentrating them m the few years 
in which a student is actually in college. -a a" \ r!n«^o«.c 

Given this view of the role of grants and loans. Federal programs 
, in the two areas should obviouslj^^e complementary. Next year, the 
Congress will need to review all Federal student aid programs wjth 
these interrelationships in mind. It is in that context that wa wouTd • , 
- prefer" to address the student loan issues which are^ the gub]ect ot^ 
vour hearing this morning. ^^-'^'^ . _'• , . , 

We fully understand, as you do, also, the circumstjuices which 
make such a postponement difficult. However, in considerhig my sug- 
ISStfons this moving, I hope you will Klate them to a larger viey 
of the Federal role" in stndent/aid. ' . ' » <,.,k • i 

The question of the desirability of undesirability of interest sub- 
sidiaries is really not a question of whether needy students should re- 
ceive benefits, but how subsidies^and assistance should be providecL 
■ Wo adhere to the principle that, in the long nm, subsidies should be 
• provided through the grant mechanism. , „.,^u„„ 

^ Over the last year, both you and I have received a large numW 
of -fetters from students and their parents, complaining of the diffi- 
culty in obtaining student loans. The.evidence of a decline m loan 
volume is by no meaii^j. entirely anecdotal. We now project that total 
dollar volume for the current school year may be 15 percent below 

*"Thri!ompariso.i between loan volume of this year and last year ^ 
becomes more, difficult because there were a number of ejects that 
V. occurred with the introduction of th'e education Amendments of 
i<)7o • . ■ . . 

'•So that, the comparison that we are suggesting is a comparison 
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pare tlie last llMponths to the same montlis prioi- to tlie effect of tlie 
iSte"?' l"|i««c tl.nt should be us^ell is that L number of 
loans lifts^decreased by 27 perfent aaid the dollar voluihe by 16 per- 

Mn^v'If*-'^ '''"f '»"""'s only,' actually the 

SS^l »f l">s increased by 2 percent over that same period 

and the dollar vojunie by 24 ])ercent. . ' i ^ v. 

molSi^hv?'")'!'-''''^ cjiari that attempts to show 

pSin^Ttoi'^ri^ """^ dollar volume over the 

AvT^hilw^S'""*-^^ ^''"'^''"S '^^""^ sevpral .causes. 
\Sj think that pi iinarily it is due to the prevalence of iLli interest 
rates generally ^vhIch have created t)pportunity for competJtiS 
' iHffli ' ates of returi\ to lenders on other types of Imns. ^ 

fJl\t , l''\T''^ '-"^^"^ ''n® 'accumulated a. la-rge port- 

folio of studeiitjoansand arereluctant to add to that px)rtfolio. 

Ihere^aro-ii number of adniinistrative problems in the prorrram 
vliich have discouranred the lenders from making more loans: and 
the prob em of illiquidity that we have talked about before. 

I Ins shortage hasJiad special impact on middle-income families. 
It IS fairly clear that lenders have used the means test requirement 
en.icte*by the Congress in 1972 to ration the funds the'y- felt thev 
could commit to the program. J:;tudents not eligible for an interest 
subsidy under the means test ciiteria have frequently been turned 
iuvay not only without subsidy, hut also without any loan at all 

liic complaints which you and T have received havJ. centered o« 
the needs test since it seems to have had this duel consequence. 

I hese parents have complained that they do hi\ve need^for a loan, 
liut. let s l)c careful to read the message they are sending us correctly. 

1 tlmiK- It is highly significant that many parents who complain 
about the needs test also say. "I don't ^\-ant' a handout: T pist want 
ii loan^ The need they rightly claj^n is for the opportunity to budget 
liiglier education costs o\-er a number of yuiar.s— not for" if subsidy. 
' I here are two general approitches to dealing. with this problem. 
(Jn the one hand, we can seek a .solution tiiaf is ba.sed on tying avail- 
ability of I6ans with eligibility for a .subsidy. That is tlie kind o\ 
solution recommended, in your hill. Mr. Chairfnali. ,. 

But thei-e is another general apj)ioacii to the problem that would 
be based on untying-siibsidy eligibility and loan acce.s.s. Tt rs this 
seoond kind of approacii which T would recommend aftd which T will 
UKScuss later. . 

Let's look fir.st at the approacii Vepre.sentod by H.R. 12.''i2.'?. ' 

Since students who have not been able to pi-ove need by a means 
test have had difRcuity in getting loans (his year, it woiild .siinplv 
take away the mealis (est requirement for mo.st .students. A student 
from a family witii up to $20,000 adjusted income— and that means 
up to and perhaps in exce.s.s of $2:).000 in many ca.scs— would "et a 
fnlly .sul)sidi;<rd loan of up to .$2,000 a year. > " ^ 

Statistics tiiat we have from the Post.secondary Finaiice Commis- 
sion quotingr a .study by the U.S. Bureau of the Census of October 
10(2, show that over 80 percent of 't^ age group of 18 to 24 come 
from families witii gross incomes of under ijil.o.OOO: that from 
913,000- 40 $2.-).000, another 12.7.percenf are added; and e.s.sentially 
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tliat above $^5,000 gross income oiiTy 6.5 percent of the age group 
is in that distribution. ^ 

If we very quickly turn that into college enrollment for, the year . 
1972-1973; percent of college undergraduate^ conte from* those 
families. ' ^ " 
So that, the two greatly change the effect of the needs test. . 
The -approach sounds attractive. It sounds like cutting through a 
^ thicket^lj:e^ ^pe so^that most students could readily get loans, but 
\ we .^Kould take a hard look at some of the consequences^ 
^ThereJs a distinct possibility that many uiore students would bor- 
row (or borrow more), because they were attracted by^ the interest 
sul^sidy— the famous "red Corvette" problem that we talked about 
^ before. This would artificially increase demand for loan funds and 
make any shortage of Ienda,ble funds worse. ; 

As a result, the needy studenta who now do get iQans might lose 
them to other students who do not need the subsidy. ^ * 

The, budget costs could prove staggering an^J amount to from* one 
to several hundred million dollars a year in additional^ subsidy pay- 
ments over the present level. Given limited budget fufids available 
for student assistance, this is liable to restrict our capacity to provide 
other fornjs of student assistance. 

In particular, future expansion of grant type programs could be 
seriously hampered. As I testified earlier, it could mean perhaps as 
many as 90 percent of all students attending j)ostsecondary institu- 
tions could be eligible for a subsidy. ' 

Given consequences like those' above, I believe we may be able to 
^me to grips with" the problem more effectively by pursuing^e 
v> second alternative— uncoupling loan access frbm .subsidy eli^nbiny- 
This alternative proceeds on the premise that grants should, be 
grhnts and loans should be loans. Gmnts should be subiect to a needs 
test as a. matter of elementary equity. But loans noed' not be,*smce 
they would no longer be tied to a grant in the ferm of an interest 

) subsidy. * * ^ . 

Wl therefore prot)ose to move toward the goal of simplifying loan 
eligibility drastically. There would be no needs tfist or the ^laf^a 
paper work and "hassle" when students seek to obtain loans. Kather, 
wo would put the question of subsidy eligibility in the l)lacd where it - 
l)elongSr^in the determination of a studentls grant eligibility. 
. A .student would get a grant towanl meeting interest expensesjust 
lis he obtains grant aid in meeting other expenses. In the case pf 
* • the Basic Grants* prorgam, interest costs on student loans would be 
completely covered. We are prepared to take such action upon enact- 
ment of the necessai^ changes in the Basic Grants logislatioh, if the 
Congres.^ concurs in nie general approach* I am recommendii^g. 
Some of the advantages of our proposal are : ^ ' 
All students would b^ treated alil^e in obtaining loans, middle- < 
•cWss students along with low-income students., ' _ 

Txjnders would no longer use a needs tast as a reason for not giving 

a loaiv ^ , n - 1 1 ^ 

Afiddle-income students would get what they are really-scoking— 4 

a chance to borrow and spread costs over time. , , , 1 
Needy students would get what they really need— botli the loan 

and aid under the basic grants programjo help meet their interest 
' costs. 
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nJ^tu? "^-^i i!^ wi Img to make more loan funds available be- 
S SlT^'i!"^ be relieved of any part in a means test determina- 
^ ^¥ ^^^^^ ^"^^^^ paperwork and has thereby made 
lending under the program less worthwhile. 

;««f 1 J^n ^'^I^^ to pretend for a moment that this proposal would 
match dollar for dollar the benefits st^idents receive under the pres- 
ent program— if tliey receive a loan. It is worth remembering there 
/hat a ^student who fails, to get a loan gets no benefit at all from the 
present subsidy. Jhere ^re four classes'of students We need to think 
atK>ut here: 

First, there are ;those students who are ineligible for basic grants 
but who wpuJd now he eligible for an interest subsidy because of 
th^e particular needs test used>y individual schools for the Federal 
insilfred student loan program, which are different from the needs 
tests used m the BOG program. 

As we have testified before your committee, the BOG family con- 
tributions schedule and needs test and the CSS and ACT very closely 
approximate each other especially with the new changes that we have 
suggested and which you have concurred in for the upcominc: current 
year. t 

We do/ however, believe that for this very, very small percentage 
of students who wou'ld be affected that this should not deter us from 
,.this basic reform that would benefit all students^ 

Second, for those students who ane eligible for basic grants, we^ 
are proposing a legislative proposaf which would provide a. dollar-' 
for-dollar increase in their basic grailts awards to overcome the pres- 
ent limitation of the one-half-of-cost rule or the $1,400 ceiling. We 
propose to^reprogram the necessary funds required from the guar- 
anteed student loan appropriation. 

As you are aware, we have that broken down into the amount that 
sifbsidizes the prior year as well as new loans. For 1975, we are an- 
ticipating^ in our guaranteed student loan program about $37.3 mil- 
,hon required for the subsidy portion of new loans: 
• Third, there are those students who will be juniors and seniors in 
college next fall who, because of the restrictions, would not be eligible 
for a basic grant, regardless of*need, because only first- and second- 
year students are eligible at all. 

TTie problem here wouH, of course, be eliminated when basic grants 
are fully funded, which we have again propas^ for the fall of 1975. . 
TTntil then, howeyer, we would propose continuation of the present 
needs test arrangement for determining interest subsidy eligibility 
for third- and fourth-year students. 

This would delay full impact of the reform w^ propose, but it 
would relieve lenders of the administpativc bunjon now imposed by 
the needs test as a criterion. We arc interested in working with the 
subcommittce^on such a solution to the interim problem. 

Fourth, there are the /graduate and professional' students who are 
not, of course, included m the basic grants program. We would' pro- . 
pose that these students — indeed, any student who is ineligible for 
a basic grant— be allowed the cost of meeting interest payments 
in determining their cost of attendance for the purposes of the Fed- 
eral insured student loan prbgram. 

yie believe that, with appropriate arrangements such as those . 
above, our proposal for uncoupling the issue of loan availability 
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from that of subsidy eligibility is by far the t)est way to make the 
guaranteed student loan program a reliable way to meet educational 
costs* 

But, you will recall that I earlier emphasized that ^'uch of the 
problem, of loan access encountered during the last year is attribut- 
able to a shortfall in lendable funds. ^ v * 

Wo wish now to.^put before, your subcommittee a number of pro- 
posals which would attack the problem of flie shortage of loan funds 
at this source— the willingness of lenders to placfe their funds in stu- 
dent loans, c ^ ' • V J! « " 

First,. it is i^iportiint to realize how much our proposal, for un- 
coupling" loans- fpo^ subsidies- will help. The added paper work 
created oyTrJtti^^ test, however, fair, has considerably added to the 
eosts which leuders.must consider in deciding on their level of par- 
ticipation in the student loan program. By •allowing all students to 
be treated alike; loan origination costs would drop. , 

Second, we would propose to use the special allowance autnontv 
grante(l by the Emergency Student T^an Act of 1969 to assure lend- 
ers of a more competitive rate of return on student loans for the long 
term. ' ' 

Historically, and there is a graph attached to the testimony, the 
special allowance rate plus the basic 7-percent rate, have averaged 
about 13/4 percentage points above the yield of 5-year Treasury 

issues. , . . 1 • 1 S»_ 

We would l)ropose, in the future, to maintain the special aHoj^ 
anco rate so as to provide for a significantly wider spread between- 
these rates. In other words, we propose to compensate lenders mote 
adequately both for their costs ^f money and the costs of servicing 
" guaranteed student loans under the statutory rubric of assuring an ^ 

equitable rate. ^ \ . . , • ' * • j 

In order to assure that more competitive rates can be mamtamea, 
we are proposing to increase the maximum total interest rate, includ- 
ing the special allowance limit, from 10 percent to 11 percent, wlule 
.holding the rate to tlie student at 7 percent. 

Third, as you know, the Student Ix)an Marketing Association can 
havtt'a mdjor role to play in increasing the liquidity and fuppW of 
student loans. I^t me now reaffirm our support, for a level of bally 
Mae operations that will provide wider and increasing access to loans. 

Fourth, we would-propose to guarantee not rtnly principal but also 
interest on a student loan wfiere, iVnder a State agency program, a 
lender agrees to defer -interest until the student graduates and his 
loan goes into repayment status. . / , m „ r»«;^« 

Present law provides such a guarantee m States where the Office 
of Education guarantees loans directly, but not with respect to 
state -agency prdgrtuns. Obvioufely,« we would guarantee that only 
for the Federal program. , . , i _x i 

Fifth, we propose to permit lenders to coiniwund interest quarterly 
ut the 7^i)ercent standard rate on loans where the lender, defers in- 
terest ipaynients until school is completed. This proposal is, of course, 
a miiwr, one, costing a student little. - ^# 

Based on a loan of $1,000 for each of 4 years, starting, the first of 
July, this would' mean about $2 the first year, $9 the second year, 
<S22 tlui third year, and a little less than $40 the fourth year. Wo 
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would wJsli, liowever, to eliminate even such minor obstacles to fuller 
t 'en«er participation m the student loan pro«rram. " • — > 

Ihe above recommendatio?^or- uncoupling loans and subsidies, 
for helpmg^students to meet iV^^t costs, and for increasini? lender 
incentives should be viewed in combination as the best solution we 
.can devise »t this time to the problem of loan access/which has bortie ^ 
w?th_special seventy on middle-income studwls. We think it is-a^ 
. sound P«Wan. It deliberately does riot deal with ways to measure . 

indii|5nsabl^" * "^^^ *^ ^® cMy^ 

As I ^idsb^fore, the proifer'context for looking again at the stand- ' 
'"Federal student aid prognuns is the general revision 
of the higher education statutes that this committee will be consider- 
ing a yeai: from-now. . . 

In additi^ to the-fbrcgoing projwsals, I would like, in my testi- 
mony this morning, to address another -problem connected with -the 
Kuaranteed student loan program— the additional cost of graduate 
•.tind professional education. ' f., 

Many graduat^j students are not able to take full advanWe of the/" 
piaranteed- student lo^^^ because they have borrowed up' 

to their hmit of $10,000 during their undergraduate years and early 
. graduate studies. . < j 

, Exaniples aro the financing of health profession? education— med- 
ical and dental training— hjit this could albo be tnie of law schools 
and other graduate education. , * 
^tuderits 'who have borrowed cW to. $10,000 as undergraduates 
sliould-be able to continue to take advantage of the guaranteed stu- 
dent lo&n program for thei r profo&sioniil education. . 
Accordingly, we propose to rai.se the sfetutory /oan ceninir for 
_gEaduate stiidenfs from $10,000 to $25J0OO «nd to adjust'thc annual 
borrowing limitation and the length ofl the payback' period as rieces- 
sanr. , . 

Othei- members of HEW have di.sciiksed this proposal with other 
committees who are concerned with nlanpower development in the 
IiealtW' professions Ixwause we are atteifipting in that area to propose 
changes to the expiring legislation. ' . 

In the area of defaults, Mr. Chairman, this committee is aware that 
we are seeking to address many aspects of the problem simultane- 
ously. = 

"VV'e are dealing with a mechanism that^ needs to be tiglitened up 
at many places to nin smtwthly. Many relatively small adjustments ' 
need to Ikj made. . • " 

• We are clarifying standards for lender uivolvement in the process 
of originating a loan and we are l)etter defining and communicating ' 
a higher standard of "due diligence" in collecting on defaulted loans 
t)pfore a claim can l)e presented to. the Federal Government. We are 
adding substantially to the Office of Education's loan collections " 
stuti. 

XI technical amendments intended to deal with 

the defiiiilt problem which we will include with our draft bill. 

Mr. Ciiainnan. I would welcome any questions from vour subcom- 
mittee on any of the preceding matters at this time. 

[Tlic chart, referred to follows.] • • ^ 
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^^r-O^HARA. Thank you very mncli, Mr. Commissioner. 

liefbro I turn the qucsUohing over to Mr. Dellenback, which I will 
do. nght away, I was lioping you could clarify for me one point of 
your testimony that I did not understand. , - - > 

Yours^nd point on page 6. 1 don't understand how that workfi^ 

Mr. Othna. We are proposing, Mr. Chairihan, fhat in-ciinjunction 
with this c(Hnmittee and others we would devise a scheme to treat 
* inwwfit for those who would borrow as ft coip'plete dollar-^r-d<dlar 
^^Jjy^^^^'^f '^^'t^^^ necessary, we would adjUst btheiLEules t9. make ' 

tB^)S?t*^ *e interest portions at a full 100 percent \Wue. 

JVliv O'HAia. In other words, if a student eligible for full BQQ was 
att^ding an institution that cost $4,000 a year, or Whatever, he gob 
his full $1,400, and theii he was, in addition, paying $200 interest that 
ycjji you Kould make hin^ligible for $1,600?- ' 

Mr. OmsA. That is th?^ essence of the proposal, Mr. Chairman. " 

Mr. U HARAi Mr. Dellenbabk, do you have any questions ? . ' 

Mr. DcLusNBACK. Yes, Mr. Chairman, thank you. 

Thank VQU, Mr. Commissioner. Your testimony has been helpful. 
^ 1 wouldappreciate your helping me further hy makingdear what • 
It Is yon ^111 propose in the draft bill that you are goingto be sendi. 
ing ufl soon, and second, what it is that you are proposing to thirf^ 
subcommittee that we defer in the MUiy of action now^ 

I ait} nbt sure, as I listened to your testimony,' whether you are 
sugro^ting that we not act now on the needs tc§t and malce this part 
of the <wemll consideration of what we do next year when we deal 
with ext^ipns, and, on the othef* hanu, what it is that you are k^>ing_ y 
to prepose to this subconimittee that we act on isnmediately. ^ 
• Mr. Ottina. Mr. Dellenback, we would urge this committee to 
look at the proposal that;, we are presenting now. We would have' 
hoi>ed under more favorable circumstances to have worked/ a longer 
period of.tim6 in developing this proposal and working with this 
subcommittee. / . 

However, the nress of events before us, which I t^inKwe^ll under- 
stand, has ltd us to come before you this morning And suggest that 
instead of acting on the $15;000 as proposed in the Senate or $20,000 
need test elimination as proposed by the bill introduced by the Chair- 
man, that WQ consider a different approach to tlie problem, and that 
•was the approach that I outlined. ^ ^ , 

Mr. Decjj^nback. You are suggesting that we consider that ap- ^ 
proach now? ' 

Mr. OrrixA. Yes, sir; we are. , * . 

)Mr. Dellkn-back.' On several occasions, in your testimony, you 
make reference to the situation which will face this subcommittee 
next year. 

I wanted to be clear t^mt wliat you are proposing to us in the way 
of action this morning is not the suggestion that we wait until next 
year to do these tilings. Rathen yoii are proposing to do these Jhings 
now m lieu of the simple changing of the means test- 
Mr, OiTiN-A>.^You are right * ^ \^ 
Mr. Deujaback. In ifeading through your testimony, then, the \ 
basio- thrust of it says that if we merely raise, the limit of means 
tcstr-whether we go to $15,000 or $20,0OO-^and stop at that\point, 
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we will be dealing with only a potion of the' problem and will not 
SvrM/SSTe beslresTin the ovemll treatment of the 
^ sfWents in making loans available to themi 

^o I read the testimony correctly? ' ^ * nwAlim 

Mr OmxA. Yes; we are only addressuic part of the P«>blem 
Tn thataDDroach we feel that we are neglectmg the problefti of the 
. len^eMn Si >iints That I mentioned.>t al^of equal concern 
wS are usinc the loan .mechanism to-provide a subsidy which would 
L an auSb eligibility, almost, ^he /^P^Sed 

,gpineWhere between 80 and Ottpercent of all students who are enrolled 
inipdst-secohdary education. . • . . - . _„4. _poiiv 

jVthat regaVd, it seems to us that the cntenon of need is not really 
beiric applied when over 80 to 90 percent are eligible. 

Ke aTtallring about need^r a grant, , which subsidy is, then 
a St^r rhiSe tS^address that is "^ S^r^ 

tlxe question of neeS for a grant' program is better addressed through 
. the type^ erf assessment of needs tliat we haj^ there. , , • 

The problem that we foresee, as I mentioned, Mr. DelienoacK, is 
• that thFs lS4 could very m.ickly usurp a latge amount of our 
SurSS Relieve m^d be'better used m the grant need 

"T^'^SLknback. That was a phase'of the matter thafi was goiijg , 
. tn ncsk further about'because^that concerns me. - 

T feel K f nistratSns that I am sure the Chairman do^ when we 
' s^e tSt iddiirotuollars should be made iuvailable forother aspects 

''lle'r^Lf S^^^^^ ther. is ah; absolute limit set on avaik 
Jel^^TS in the way of aj)udget m,uest or m the way of sometibng 
that our own appropriations committee sets as a limit, for P«icnc«i 
niirp^^ there s a ceiling on how many dollars will be-used. Thus, 
- ftTa^a| o?how many dollars will 4>e b#«geted withm that limit 

•^"i? Shad l?mi!Sln^^^^^ would feeUfar less coi^cemed with 

■ wnrk-studv 'inta-eases/^vli ch I feel we very much slipuld do. I will 
Ste it SssS? that^hat is one of the areas in the proposed budget 
S 1975 t^.aTS?of concern to me. We do not have enough work-study. 
In any event, we face a pActical overall limit. 

I was concerned with yo^iV testimony on page 4 wl^erc } ou toUc m 
• terms of the potential budf^st cost qf this '"'^Jf -jf/X^^^K^^^ 
it would do not in making the subsidv aN-a.ilable, but what it would 
mean in practical effects in reducing>»ther kinds of aid.. 

In that line, your figures W ratlier vague. Commissioner, when 
vmi sav "Thl budget costs could prove staggering and amount to 
•fSm one to several hundred million dollars a year m additional 

forbreL^bTe^frraTy^S^^^ expWions on that and 
giJe us a more accurate figure asfto what it would possibly amount 

*°Mr Omv v H we assume for a moment the passage of tlio $20,000 
gross adISied provision which tins subcommittee .is considering an^^ 
fve lo5t at the enrollment V post-secondary education of approxi- 
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stnAtP, and assi<i?ic that about 7r>>reeht of 
;«/^»"* ftUrtime aiKl tliereforo would Inuc a sizeable investment 
JLr^lCf yielding about 7.5 million, and assume 

}1^^<;^J!''^,''\''^ ^^^f^^^^ ""^^ the loan 

would be $2,0OQ, . the lor.n voliunc could .reach over $13 billion and 
thesubsidy on that for .1 Vear coitld be about $900 million. 
ance to the. 3 percent or 4 percent special allow- 

tl.?!^"^ years progress and we arcf- paying prior years' subsidies, 
that amount coiild^s«yrock-et to $2 or pirhaps ^^ bilHon. Now, that 
IS tokmg a jcery liberal set of assumptions. 

mSrsSilintmb^r" ""^"""^'^ 

^ P^'T-^'J^BACK. /liiere could l)e au outer jimit of possibility whicli 
v(ould be measured in te^ms of billions instead of millions « 
Mr. Om.v.\. It coiifd be. 

Our .young i^ple attending post-sccpndiirv institutions have a 
great. incenti\;p'lo obtain an intejest-free loan for the 4 to 5 yeafe 
or whatever. iKjrfOd that they are Attending post-.sccondarv education 
^CA incentives which would drive them to ^to this. 

. --y ""^ inconceivable to tliink thaf a very, very hich ner- 
centa^ti who would l)c Eligible woiiUI obtain or tr>- to obtain the 



maximum loan. 



. Now, clearly, there, are .some limits in terms of the capacstv of the 
lender apd thtere will 1« some natr'inil countervailing forces there 
that-vvpiild come mto play. .That is whv the estimatb is as vague as 
it IS in. the .testimony. >fr. Dellenback. 

Mr. Dem.kxb.\ck. Frohi what you*have now said, you are not-just' 
talking from one to .several lumdred million dollars; vmi are goino- 
r^r?-- even several hundred million dollars ityou are" talking Sboiit 
that kindof figure. Tlfc present budgetarv figure is what? 

Mr. Ottina. It IS $.37< million, as I recall, and it is broken down 
into various siibcempouents^ $8K in 1!)74. $88.7 for dlfaiilts, $190 7' 
for pnor year subsidy, $31.3 foi» new siibsidv. ?85 million for special 
allmvance. and $3 i^illion for death :uid diFaliilitv. 
The correct total is ^3!)9 million. ' ' , 

So that;alK)iit $220 million of it is'for the sJiIwidy portion. V 
.Mr Dm.KMjA,VK. You are saying Mint the $200 mijlj^n figure could 
e.scalate dramatically? • ^ \ 

IVfr.-QrrrxA. Yes. T i.* 

Mr/BELLEXBACK. This-is at a tino when BOG is getting—tiiia 




everjr ono of those i)m.rr;ni,s Iwmpr hurt. \Vc conW fnen thespoHi=il)il- 
itv of finding oursVlves l)oni})0(l hy tliis kind of sn!)sW vi, ^ * 

Is tiiat correct? ^ . / • 

Mr. OrnsA. Yes. ^ t t^. 

r^,^i".:,l^^' ?^^y ^^^^^ nninbcr F nilcrilht/iHi-itli vmi in terms 
fn the bilhon or or $-3 billion is the ontsido t^Ufro,. * 

Mr.-DKr.r KXB.vcK. Txit us take that as the worst ppssihlo'assum?)- 
tion from.tht? sens^» of your takin^^^vorythinjr from this snindnoint 
beinff a rnaxiuiuni. I want to see wh^t the possibilities are 
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I?epoatinir«onu.thm« I sai^ ^^aV^ier, oue of the things tl.at^n^^^^^ 
mo- is thaf we work as a practical matter apamPt the pressure o. 
d her demands on t)u> Coniress for doHai^. We aa^ t";^ 
aWe to }rct all that some of us would lik"- to have for student assist- 
ance or for otlicr facets of oducftt ion. - 

4 I see a'real need tabalanc eo^tf whnt do ajsunst -w^mt we are 
not soinTto be .We to do if we p> al^ead with one -particular pro- 

^'^MaV T ask, just a few questions on this default phase of tWggs? 
You frive little attentipn to it. 'j , r„r3i.f Tv. 

I :im ooneemed about the pressures on students that might be 
mcr^ZJkt^^ wipe out the subsidy. There are tbo^e who are really , 
irnSJSf Jubsidv.' Anv one of «s_wl,ether in any sort of h^rd needs 
test or not— would welcome jt as a parent or as a student ■ 

I am moi-e concerned al)out those wlvo mipnt be injured because 
thev reailY need subsidy. t j * ^ 

■\4 r read vour. testimouv. let uie l)e «ure T understand it cor- 
iv^iv. vou would trv to, protect ag:iinst ininrv to tnose re«"y 
,K?d'.>f'the subsidy iii that.althou-h vou would ^M^' -out «n inceresb 
Steidv in applv n.' for piant aid those students would be gives. 
SiSu:.Hid !«s .frrant aid which would, in offect. m«ke up for tiie 
sr.bsidy they luwc lost. •• s 

Is this tnie? ' * -ar' n u u 

Mr I>i iviuc-tv. So that, for the i^»ally noody you are tcllmg us 
thatibev'-viU not he injun^'d. Those .vlio ne^d the 8ubsid>v«iey will 
hcoovorjid in order to rt^ally "hack^'Jt eronomically. 
Afr OttiS'a That is correct. , , - t 

i tidnk wo 'should note -that for all students there is a < fgree of 
snibsid V in iiuikiu}r the.io;in ;,ttmctive at the 7 i.ercent rjito rather than 
pSin" ili^ost rates. So that thort. is a dejrree of attractiveness 
for even tlic bM^^vcr who doe.<? not have the need. 

• Mr DKt.i.KN-iu??tKApniu we stjirt plnyjnp with that word need, , 

' '"%n:jZi;'':i^^^^P^ is that in maintaining the 7 

• pcS fatS. " n pcVpi; who hor?ow will l« benefited. ITie special 
allowaiK-e limitation boin^^ held at 1 1 percent and holding the rate to 
the student at T ))ercent, that would apply to all < 

Mr. Ottina. That is corrcci. ^ t -.Af 

Mf. DK1.I.EN-1UCK. Not just to those who would get grant aid' 
aMr. Ottina. Tliat is correct,^ ^ 
Mr. Dki.i.kn-i».\ck. Back on default. ^ - x ^ ■ i „„fn^ 

• . men vou staited talking alKJiit deferral of interest aixd noted 
therc^ woi-lld be not too umH. the first year, •""'-/'•f.^^i^""^.-^^^ 
and more tRe third year and fourth year you .''f^^''^ ^^l.OOO b^ 
fi.rure That is probablv inadequate but. you used $1 .onO-and. those 
fSrnlrSs are not iu vour -writteu testimony but you used something like 
$•1 $2-2. and $4'l interest figures, if T recall con-ectly. 

yh. SfJj.kSiw^k! Those are each year's figures : they arc no{ cumu- 
lative? , . . „ 
Mr. OriiNA. They are each year s figiires. • 
Mr. D.Ki.i.K.NUA. K. There would be $T4 over 4 years on $1,000? 
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Mr. OiTiNA. That would l)e the offoct of the compounding quarterly 
yersiis not compounding]^. ; ^ ' 

Mr Dkllenback. If they borrowed $8,000, instead of $4,000v it 
would,pf course, double this? 

Mr. OiTiNA. Yes. T\Tiat we are also sujrnrestin": is tliat interest bo 
coi^idered a cost^f educatioji ai\d Ave would allow that iii the total 
to be borrowed, so that in the case of the loan that we are talkin^r 
, paying, one would have fuiwls to pay tlmt interest, where xH 
one were on. a qiiarterly payment plan or deferral plan it would not 
be necessary to do that. 

''y^^t are tryinj^ to do is provide options in thi5>()ropos>il to the 
lender. As wc talk to lenders, we get a difference of opinion, as I am 
sure you do, where many of tiiehi feel that it is important to estab- 
lish a relationship between thestuident jind the lender during even the 
period o^ school and marty h^ve felt thapit would be advantageous 
m connection with the default problem actually to have a s(cady cor- 
resi^ondence aYid a steady, |)uyment, thou^rfi v^ry low, during the 
period of school, perhaps even less than interest only; but let xne use 
interest only for iUivstrative purposes, be paid hn a quarterly basis, 
so that the idea of a relr<tion^ship between the lender and ,the student 
be established and so that it be set up in an orderly fashionrV^' 

Many lenders feel that tliatvidea. would help greatly in the default 
problem. ■ , * 

Wo do have-not Relative to the default problem— we do have gross 
stntisti^ whicli show that for noasubsidized loans most of the lend- 
ers do deal with them on, a quarterly, basis. About 53.9 percent of the 
unsubsidized Joans are on a quarterly basis. 

So that- an approach Jikc that may not be too serious an incon- 
•vonience for the student and jet cst.iblish a kind of relationship 
which would be helpful in the overall default proMem. 

Mr. Deij.enback. When we were first dealing with the matter of 
loan ceilings m the subcommittee some years ago, and later <Jn in the 
conference committee, we were concerned to .a. significant "degree 
about Uio default problem. We were concerned, quite franklv, aboAt ^ 
walking that hard line between making enough monev available so 
that a .«;tudent could g6t an education that he or she wantedjjmd 
would otherwise not easily be able to obtain if we hadn't ma^the 
loan ceiling high onouglu and yet not so high tliat the student walks 
out of an undergraduate career burdened vAth an overwhelming debt. 
Ave talkM, as !• am sure you will recall. Dr. :Muirhead, in terms of a 
^ young man and young woman both walking out with maximum loans 
and all of a sudden they start a family with a tremendous 

In recalling .that conversation, when I look at the portion of your 
tostitnony that talks about proposing to raise the statutorv loan 
ceiling for gracluate students to $25,000, are we not here, walking 
into a ))otential alBatross to hang around the necks of young people*? 

Mr. Ottiva. Mr. Dellenback, I think the'basis has to be a selective 
basis and it has to be essentially in those areas where extended pro- 
fessional schooling requires that kind of investment on the part of 
the student. \ 

As I mentioned in the testimony, we would also suggest that the 
period of repayment be lengthened to 15 years so that it would l>e 
more affordable by the young eou])le. 



.^•Mr. DsiLEN'BAck. Stehinfi the ban^.{)brrod, does things at 
^the'samSfiiiie:; It ..decreases- the burden an W^l^l^'f^Xm in 
increases; tW total amount that* is paid over, fhe .hfe of the loan m , 

Mr {DFLiENk\(i.;Acain,-I express niy concern about the wiling 
SSaanv two'y.0.mg .pebple,4l^6uld. they^ to graduate 

, -I- 3m:interest«d -in; how. you. arriyed, at. the $25,000 hgure irtsteaa 
of-ihe |26;Q0() :fipire 6ik:the $17^42 fig^"^," or , W^iing else. • 
' m": O^S.' iCs we1wked;'^f(the. &rtent ral^s that our colleges 

==cbSts of education oyer the peymd,^; t»f ^ Jhat B ft 

k^octoVor soincone . nVthe prof^ions^ thf|fe- wfe W talked about^ vt 
^Slasif Wiat werfe-about «ie aihonnt.Of t»onffi|Jmt could be both 

SSpE the end (>f it . wlndi>\dd- reasonably bb:.ex^cted to be 

instead-of.just saying we ought to make it a considerably higher 
^^^il-Ai We did do that. Again. I would not attest to the 
■ will find considerable- variations. 

Yo;?te STnShen. ym. wLd not visualize evei^ gr;;f'f « ^t"" 
dent going to this figure, but you,ar6 setting an outer limit? 

Mr D^Ti^inS'. Thcu it gets into the cxounsdling conferences that 
some of us feel are^ you pmposc to do anything to im- 

prrcolmselinralS the line? Is there anything tl;^t yon would 

lifiA. This propo.?al does not add^^s that aspect, Mr. Del- 
lenbJ^k b«? very clearl} in any situation in which soincone ,s bor- 
rowfng money thc'aspects of counseling are a vital and mtcgral^part 

"Commercial lenders frommy experience do. ^^en thev^^^^^^^^^ 
nrovide often that kind of sen-ice, especially the traditional banlffi 
that one would deal with in the case of a llbmc lo.an or other aspects 
They S?e W carcfi^ to see that the obligations understood anj 
the Lpslare understood and the time period^.at is be;«g talked » 

'"itwiJSk £f ihe proposals that we are not only advancinghere " 
hut'S other proposal/that aspect of coinise mg is one in all of the 
proP<iab S.g considered by this subcommittee which is critical 
%e^ cleaFlf. we must devote moi-e attention to informirtg th^ 
stS bS-er and working with him to ^ ^a ai^S t 

.are and what his obligations arc. It seems to me that is a gnen, re^ 

'''^tVrl%:rJ:%^ it in your testimony tl.ismom- 

i„|! yo?are^rclowngradi^^ it. Tn^cad you are saying it is another 
aspect you are not addressing yourself to ( 
Mr. Ottixa. That is correct. ^ ' . ^ . 
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nlJIr* '"'^ ^v'" l»'iv6 a chance to ex- 
n,w«nrt;;If"l^^'°?^ Y° coiikUro ou biit the chaimiun has been irener- 
oiis with tiie 5-miniite rule already. 

/ arrttinL^"f?;^^ 'k^'"^ I i»terpret the thrust of what you 

' Jm<?Sf ' subcomin, tee on the matter of the needs test, you 
are saying two particular things to us : 

• «^2ii»Jri''°<"'i "''"iH ^l""* niiestion of a needs test should be 
•SanS^fT/VwiL-H^ ^i' '^•^'^ "'^y ^° ao it' from the 

aii tfc ffr 1 " t'^jt yo" are trying to reach and that we 
ftWe^f ^fff 'S' '''^^ ''"''^ °^ approach of making loans avail- 
wi Jnnfe l addressed if one ties, several other aspects in with it. 

I^rS^::^:!:;^^ i^is^ *° ^^'-^'^ - "-^p-^ of 

„ JfcT'^: '^^ ^^'^^ of ^^li'^f s''0"ld we do with the 

Zf wi ■' Propose something that goe^ beyond the legislation 
?nr„ l1.^u technically considering. You are not talking abbut rais- 
ing a hmit to any point-$10,000, $15,000, or $20,000, or anywhere 
else You are suggesting to us that as part of this package we elhn- 
>^^^^«:''''' whatsoever. So yol, are taking a st^p^^yond t?e 
present. We, intone sense. In another sense, *ou are savinc at the 

Mr. Orn.VA. That is right. 

Mr..DEr.i.EMucK. Thank you very much. / 
Thank you Mr. Chairman. 

* cfJi?; ^'^'^"-H^Ii-- 9?*^'""' 9" .tlie first page of your testimony, you 
^ state two ven^ interesting principles. 

\ You say, first. Federal grant aid should be available to all needy 
kudents predictably and uniformly. Such grant aid should be avaJl- 
!!Sl,'"«nr"" ' "°S<^sary to put a post-secondary education within 
rea«li of those sstudents and should serve to equalize available re- 
soiircGs* 



&cond, *he student loans are the» preferred vehicle for "-ivin"- all 
students a choice of high-eost as well as low-cost educational pro- 
grams. ' 

That is quite an interesting aj^proach and one that I am suVe the 
committee \yould like .to consider when you have more detailed rec- 
ommeiKlations. But that would require, I suppose, changiufr the BOG 
program into one that ignores the question of whether the student 
IS atteiKlirfg a high-cost or a low-cost institution. 

Ill other words, the implication of that is a flat size grant varied 
only by family contribution. Rot's tiike BOG right now. 
<£o c J"" institution for which the cost is more thart 

*2,R00 a year yw might conceivably get $1,400 if the appropriations 
were adequate But if von were going to the local coji'imiinity college' 
whoro the total cost didn't run iij) to $2,800 per year, even thoiiHi 
you were just as needy, you would not get up to '$1,400. yon would 
gel; somthing quite a. hit less, ^ J , 

I think you have made a very interesting projiosal here, tliat you 
not vary your grant according to the cost oiithe in.stitution, that'the ' 



institntionft] cost problem be taken c:ire of with the loan^ Do 
properly understand it? — ' 



h-rJfc Py/'^^-V,^^''^N^ Chairnmn. Th^ qimHfwation witlfin 

limits IS that there is a spread of institutions that cost' varied-amounts 
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. to attend. Tlifft is the base that the BOG's in this philosophy cover, 
• or cover some percentage of, and that, basis broadened theii by the 
'^-'-Sririlability ot l&ans. So that it is„not a junior college cost; versus 
sSihething else, buj a little bit fuller than that. to begm with and 
then a slight broadening from that point of view. 

Mr O'Hara. I think that those two pnnciples are prett^good 
principles. I hope voii will be thinking about thosp. Where you have 
twins, oue of whom is going to the Itajftl community college,- and the- 
other— let's make them triplets. The second/ of whom is going t» the 
^tate'university and a third who is attending a high cost private. 
• institution. BOG would provide different amounts of hell) to each. 
Mr.;OTnKA.\']n?at is correct. { , . , ' v' Vi 

I am not surte that it should, but th|f is something that you should 
be thinking aboiit. .. . 

Mr: 0'H.\RA.\Further, let's -disabuse you of any notion that the- 
committee is goiW to wait until next year to consider student a^jat- 
anc© profframs generally. We may be doing that this J^ear. We hope 
to get out a bill this year. So you can sort of accelerate your schedule. 
4 Mr Oirtysk. X am delighted and pleased to hear that, Mr. Chair- 



man 



Mr O'Hara. I was very mucH interested in your analysis of the 
t^ason for the low volume of 'student loans this year. You set it 
forth on page 2. In the first place, you projept that the dollar vol-- 
ume will only be down 15 percent. We have seen some larger iigures. , 

Do you have a figure of what you also project that the numbert 
of loans would 1k! down'? , ' . • j „f„„i 

Mr Ottika. Yes, 27- percent. In the last 4-month period the actual 
mtmber of loans was up 2 percent. Again, Mr. Chairman, the.basis 
of comparisons is dhe thitt I want to express. We do have a month- 
bv-month comparison that we Will be pleaSfed to provide you.for fhef 
record At one- t une it did show 30 and 40 percent detfreases in v.olumfe. 

Mr O'Hara You essentially ascribe the decreases in nuipber and 
volume to four reasons: the prevalence ofchigh interest^ rates, the . 
fact that lenders feel thefr portfolias have enough student loans right 
now, administrative, problems in th§ program. I assume the needs 
test will be included in that category. ■ 
Mr. OrriNA. Indeed. , . * „ 1 1 

. Mr. O'Hara/ And illiquidity in lender portfolios. Would you agretf 
Hurt the needii test is the major factor, or do you thmk the other 
tliiiiKS are mote important in that con.sideration? * . ^ * 

Mr OrriNA. I have in the last .several months had a number of 
discussions with a numl)cr of lending institutions about this. AH of 
tho elements seem to have difTerent .weightings with different lendere. 

Verv clfearlv. the needs te.st d6es create a problem for tliem. It 
creates- a problem in n multiplicity of ways. One is that they no 
longer feel, for example, that, they are in the decLSionmaking chair. 
-T l)^lieve you and T heard that testimony together one day. It is 
without d'onbt; a problem, hut again T don't think it is the only 
problem.'The effect of the auiembnent that you are offering, to mise 
it to $20 000 would in essence remove it fro\n consideration because 
so many' would fall l)clow that hurdle that it would go a great deal 
toward eliminating the lias-sle that I referiedi to earlier because you 
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•&Ua^f^?f/n^«V '".i:^^ hfrcentage of the population: On the. 
***Sr ^^^^ that I referred to earlier. 

Mr. UHara. You feel those other problems, the high interest rate 

fhT iZniS? ^K^'i^P^'^i?" l?""^ baKrtfolfos Tnd 

i^fi"*'^^ problems, those would not be cured at all by climina- 
Mr r&r'ti'' .^^V'"''" still retard the vohune aJd siTe? 
wo^H h^^^L^ f"/* H'®''' ii* would retard it in. the sense that it 
stfrnulfl^ t^irri? ^ ""^i^T ^ni«Jking about. It wbuld certainly 
T Z'/ li?- " J»«her dollar volume than we are seeing 

• il. '"^ weMuld al hke to see become avaiktfte to all 'students 

T"a^ ^'""Jr^ny'?''*'""- ^^'"^ '''' Probkm , i what 

I am saymg, Mr. Chairman, that, heed to*e addressed. " 

CJome of those, are listed on this piece of paper.- So the effect of 

»„?nJ^' s»pplement.that-for just a moment in lur- 

sumg what would be. the impaet of the needs test., You and I IcSow 

.parent that the program was as much tfe.. 30. percent to 36 perceEt 
below, a comparable' penod that we could measure. T think it 'is 
™Ufr" ""'^Hi^Y- *,'^"!t of some, of the actions that this 
committee generated, iiKthat yoii encouraged, indeed induced us to 

.move thp institutions themselves, to take a^n'ich more SStfc Took 
at the financial means test that they ^ere applying, and you also 

•Sr^^l!?/!? "'^"."'^^ ^ sLf'thilrgSh the 

lendgFS, so that they m turn would i»se what authority they didliave 
I think It IS interesting to note that in the waning months of this 
year, the lf«t i months, that the program has .come fack to its former 
voliime,ondeed, m some aspects it is a little higher thanjt was for 
any comparable period. . . •••^ 

\tIJ!a o^icr' points that the Commissioner has 

£ Si. 1^^°"*!'?'"^ concerning the shortage of loan funds would 
b6j{\adresscd m this proposal that we are suffgesting to voii in that 
we would be trying to understand better what the problem of the 
SrSnf f .^H**"^"^ j?'" bis,overhead costs are higher than the 
present interest and special allowance payments would cover . 

<.h„VVn« '^^r^^x^?'^^-^#"'^y^ thcre.:jlit does develop 
,fchat those oyerirelidl;ost.s are indeed restrictive, then the spfeciil al- 
lowance could cover it. Hopefully, we have the work of the Sally 

M." "^"""^ P"''''?^^ f^^' "t tJie problem of illiquidity. 

3lr. OHara. Yon see, what I have difficulty understanding is that 
If you project that the total dollar volume 6f guarantee loans for 
the current, school year is olily going to be 15 percent below last 
.year, and if yoii conclude, as you have concluded, that 'the needs test. 
IS responsible for onl.v part, of that 15 percent drop, how come>e- 
'"'Jt needs test is ffoing to result in a cost of $1 billion? 
f«r «i V^'^'''-.^'"'' needs test for which\T was doing the arithmetic, 
for ?1 bilhon is a needs test thaf , as I understood it, assumed that 

, *'°'"?fu^''°,'?'.^, ^iJ'""^ °^ f^^'s adjusted income of 
$20,000 or less would be eligible for the full $2,000 loan. 
Mr. O H.\K.\. Then if instead of doing that all we did was go back 
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to the old law wJiich was in essence 15-15, then the cost would be 
.piinimal. , * ' • 

Mr; OrnJl^It would be different, it would exclude *a different 
se^^ment of the population. . 

Mr. O'Hara. It would be minimal. If the volume is goin^^ to be . 
dawn 15 percent and the needs test is only responsible for a pj^rt of 
that, then obviously the increase in cost would be something in the 
magnitude of what, 5.p?rcent, by going to 15-15? 

Mr. OrnxA. I believe it would be slightj^s^^more than 5 percent. 

Mr. OUaka. You can't have it RotTi ways. If Wfe are only down 
15 percent how and if the needs test, is only a part, the reason for a 
part of that 15 percent, then obviously it would be a very low cost 
to fio back up to 15-15. ^ . / 

Mr. QniXA. I am not disagreeing that^it would be a low cost , 
I atn not sure it would be 5 percent. I would guess it would be closer 
to 10 percent in terms of dollars./ ^ _ 

Let me point out on the statistics I was quoting.you from the Post- 

• secondary Finance Commission, if we took $15,00(tinstead of tl^ 
$20,000. thrn we would raise tlie level from the amount that I quoteH 
to about 35 percent, which would be above the $15,0*00 level. So, we 
ha vo/ shifted greatly the percentage thj^t would be assumed to.be 
in ;need because of the $1 5,000 rule. . 

The othfer "element of it of course is that we fre expanding the 
bank's loan here and that would add some to tht^glnmft and some - 
to the cost. Now, clearly you can argue with the objectives that we 
proposed to yon, $15,000 is better than $20,000, because it would en- 
able us to use the difference in funds in the^need areas that we have 
, talked about. ' ^ ^ 

^rr. O'ITaua. I can't understand, the ^y you get at your figiires. 
If yon sav that the volume is down 15 percent/ from a pil^vious 
period; in which in effect we'had a 15-15 system, and that the needs 
test was only responsible for part of that.^hen obviously the in- 
crease in cost by going back to 1.5-15 would be somethmg less th^n 
^15 percent of tlie current volume. So let us add on to the-number of 

* new eligibles we have if we ffo to 20. According to the figures that 
minority counsel has been using, that represents around 12 percent 
or 13 percent of the student population that.would be caught m the 
shift from/ 15 to 20. So really, .VO" ^vould not be adding very many 
eligibles. \So if vou take vour own figures with respect to how much 
of the ci/rrent dropoff is 'due to the needs test and then we add to it 
the new populations and then proiecc the same percentages of appli- 
cants Jtmonir them that we have amonp: the^others, there is no way 
in tl)e world -^qu ran arrive at a cost of several hundred mil.lion 
dollars for that ^lianije: and not onlv-that. but you have been'talking 
with Mr. T)ellenl)ack in terms of that being on the conservative 
side. " ^ - 

V I don't see ho\v you can equate those things. 

Mr. Ottixa. Our present cast, as I testified eariicr, is $2 to J})200 

million. , '/» • j 

Mr O'HAnA. I^t us say that 10 of that 15 percent drop off is due 

to the needs test. ^ ? i j iL j 

Mr. Ottixa. T iust can not imagine that 10 percent would be acle- 



?Ji!I? w "'■^ t""--'!'? $20,000 rule, which T assume you 

I cpnld not tell from your question, Mr. Chairman. 
Mr. OHara. Lets talk first about goinff back to the old law, Ih- 

;c iiSi It^ ^''^^ 1^ P*''"cent and only part of it 

IS due to the needs test, to the chanftc. 

-^frn.w'"''-'- S'"" estimate for the 15-15 rule is about $15 million, 
irinr. U'Har.\. How much? 

Mr. Ottin-a. About $15 million, forn^new loan originations, first 
year ^cost for new -loans.- As I was pointinpr out earlier, the first year 
new loans^ second, year, third year, depending on the length of tim« 
that the student IS m a subsidized category! So it can be as much 

?!«Vf-*^i:i "^^ V° s*^"'?'^ y-^"'" eligibles and the third 

year eligibles, the costs build up over tinje. " ' 

H""* 2— y°'"" first yenr costs ? 

Mr. OrriXA. Oiir total first year costs? ■• ' • ". 

'^l^' 9!^-^"'^- y°" spfending $300 million. 

Mr. Y^i^'A. That -is correct, about $300 million. 1 did have a 
breakout that I read a moment ago. I vfinn^e pleased to find that 
again fonyou. ( : . * 

My recollection was that it wns about $220 million for subsidy, 
about ^1 jTiillion for new loans, and $190 for old loans. ' • 

Mr. OHara. How much for the' subsidy ? • • " 

9?7^^''^-,?220 million for fiscal year 197 4. fht^. vAor otv. 
y million of il lb foi old l oaim, $ ;^ i mill ion of it is for new 1-oans! 
lhat IS the 7 percent portion that we have been discussing, only. 

Mr. Deujjnback. Would the gentlemen yield ? 

Mr. O'Hara. Tes, T will be happy to. " ' 

Mr. Dem,enback. I join the chairman in being troubled about this. 
When you gave us the larger figures, were you talking About a 7-year 
cnajRe or talking about an acciimulated charge? . . 

Mr. Ottin'a. When I went through the mental exercise? 
• When you went lip into a billion dollars. 

Mr. (>rTixA.a was talking about the effect of, a program, that 
It would biiild up to those in 2 or 3 years, with the prior charges and 
the new charges, not first year charges, verv clearly. 

Mr. Dellkn-back. If you took $15 million and proiected it over 
J •l^A'^' yi?." $30'milHon the .second, $45 million the 

third. $60 million the fourth, and $75 million the fifth. When you 
add thc«c together you add up just in that one projection to several 
hundred million dollars. v 

Mr. Ottin-a. Yes. Tliat was hot the statistic that T was qixoting 
but. yes. what you did is correct. That is t^e wa.v it would build. And 
to the degree that you open it you would nccumuhste more rapidly 
becaii.se you do pay prior year loans as well as current year loans 
under the program. As we note, many of them are 5 years becaii.se 
there is a grace period at the end of the,4-year completion. 

So for those obtaining a BA, it is often a 5-year peridd that we are 
talking aljout subsidising the amount of money for. 

Mr. O'Hara. Theiv you , are talking about an added cost for the 
annual appropriations if wftrwpro to go back to the old lawv 15-15 
of what. $15 million? . ' . . ' 

Mr. Ottiva. About $15 mi?lion for the first year and about $.30 
million for the second year. -> „ " i / 



^ jMr. OpFlAUA.* Thou what would yon project if we to 20 the first 
year? 

yh, OrnxA. 1 think thoie uro so-innny assnmptions thai one wowUi 
have to make. that it is vorv linuK as T said, to project that. T would 
criiess that wc are talking: a^)ont at least $2 to $300 million at the end 
the second year Bnt a<rain there are many thinjrs that ye arc 
assn!nin<r do or do not happdn as one makes that kind of projection, 
./Mn OITaha. Well, if «roinjr back to 15-15 ^yonld only cost $15 
'million, and the eli^riblo iK)pidation has only expanded by anotiier 
12 or \^ percent of the student body by jroinp to the $20,000, why 
does the cost suddenly jro np from V) to fi^rnres in the hundred-mil- 
lion-dollar cate<rory? 

OrrfsA, Let me see if T can do some quick mental arithmetic* 
Mr. O^l^AKA. Let yoni- staff wovk on that. You and T will talk about 
another aspect of it. 

Mr. OnixA. Let's say wc expand the population by 10 percent? 
Ls tlfat. what von said? \ , 
>rr. O'ITaua. Twelve, T pness. 

Mr. OrriNA. Tt is easier to multii^ly by 10. Tt will help your case, 
sir. 

>rr. O'ITaua. All ri-ht. . 

;5JQ:,jO'n:ixA.jrhere_areJi)jnilUQix-students^a-tJmt-would-b^^^ 

a million students. The a\ei a*ro loan is $2,000. which is the amount 
-that is provided, y ' , . x 

Mr. OTTaiia. Jhe luaximnm ])ossible under those circumstances. 
T don't think the'^i/e of the avera<re loan wonld chancre. 

Mr. OnixA. $1,500. 

Mr. O'ITara. What is the current avera<re si^.e? 

Mr. OrrrxA. $1,250. , ,r ^, . 

>rr. ^fniMiF.An. T think .the point should be made, Mr. ( han-man, 
that in the (ijrure that we are i)rojeetin*r for the amount of the loan 
subsidv that would be on the !)ud*rot as a look down the road, and 
if we wei'C to talce the ?;i>0,000 (ijrni'e, which is pne of the ))roi)osals, 
wo would then be ])i'Ovidin^ subsidv foi- i)erhaps Hose to SO or 90 
i)crcent of the student jmpulatibn. i i i i. 

Our contention is that that becomes a heavv dram upon the hiuliret, 
that it would then be in competition for funds that aiv needed to 
serve low-jneonie students. t i • i • i 

The whole thrust of our proi)Osab Mr. Chairman. 1, think i^ that 
in the loan projrrani there is more than one kind of need. There is 
a need in the loan i)i'Ojrrain. a very definite need for cai)ital avail- 
ability o\(M- a lon*r |>eriod of time at a reasonable rate. of interest. 
That ' is th(^ mo>( i)i-essinL' need in the loan i)ro<rrain. That is the 
jH'oblem which ha^ caused us tlu» most concern. Onr proposal would 
address itself lo that point and then in terms of the need for a suo 
sidy we wonld sav that that is not for all students but for those 
students who are in (inancial need. , . / i i 

Afr. OTfAiiv.-fn anv e\ent. under Hie old law which we chan^red 
in 1072. that was in effect 15 -15. Ff we were jroinir to ^ro back to that 
you would con.sider that it would involye an increase in volume of 
'somothinir less than 15 percent. 

Bv the wav. T don't -helieNe that you i)eople ever recommended 
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departing from. that. It is my recollection of the amendment that 
put the needs test into ihe fnmranteed loan propram that it was not\ 
part of your Recommendations prior to the 1072 le^dslation, and it^ 
^ coHCTessicnal initiative that did it. You were apparently 
satisfied with it then. 

Am I mistaken about that? 

Mr. OmNA. I'm sorry, I don't remember. 

Mr. O'HAnA. You know, it is so. is it not, tlmt you people didn't 
recommend the chanpe in the needs analysis? It "came aboiit as a 
result of conprcssional initiative. You were satisfied with 15-15 when 
you came up to testify about the hill that became the 1072 amendments 
and there would be no /nrreat cost to return to 15-15. Your objections 
really are, directed more than anything to the proposal that we co 
up to the $20,000 and $2,000. - \ ^ 

Mr. MuTRHEAD. WHien the amendments in 1972 were before the 
committee we did support the concept of having a financial .needs 
test for recipients of the loans, because we felt that was fairer than 
to have jniaranteed loan students ^ret an interest subsidy whereas stu- 
dents under the national defense student loan program have'^to pass 
a financial means test in order to get it. 

'Mr. O'Hara. Yes. But T think you support'ed it after it jjot in. 
It was not your proposal. 

Mr. MuTRHEAi). Buf we supported it in principle because we felt 
there should Im a financial means test for tlmt student loan in the 
ptaranteed loan proorram just as there was a financial means test 
under the NTDSL pro^rram. 

Mr. O'Hara. The history of the program is that loans without the 
interest subsidy have l)een a feature of the program from the be^rin- 
ninix. i^nd of course you are proposinjnr that all loans be without in- 
terest .subsidy now but the history of the nro*rram would suff^rest. 
that leritlers are not interested in mnkinfr student loans without inter- 
est subsidy because they have never made anv sifrnificant number of 
them, have they? 

Mr. MnniiKAn. The reasons are afrain multifold. Some lenders 
interpret the needs analysis to mean this is a needy student and 
therefore T make a loan. Tins is not a needy student "so therefore I 
do not make a loan. Others find more attractive the payment scheme, 
that is inherent in the subsidized loan because for the period of sub- 
sidization the Federal Governnient makes all payments. As T men- 
tioned earlier, some lenders l)elieve that that is part of the default 
problem and that should lye taken care of. 

Mr. O'Haha. That is verv true, and f am concerned that your rec- 
ommendations ifmore that factor in estimatin^r what the effect of the 
chanfTPs vou would make y:^\\]d be. 
r^fr. JfumirEAn. Tfrnore in what sense, ^fr. Chairman. 

Mr. O'ITara. You rro on the assumption tlmt if you make the 
chancres that you recommend a lar^re volume of loans will be avail- 
able on an imsubsidi'/ed basis. That seems to me to be a dubious 
proposition. Before lenders have not expressed, anv ^rreat interest in 
loans to .students, uhsecurod loans— T won't say unsecured : because of 
thg jniarantee you have quite a bit of security. But loans in which 
they would have to rely upon the borrowers theinsohvs to make 
refrular interest payments. 



r 

ERIC 



307 ^ 



I think they have felt that.the ftdm«n«8tfat>^* <^*f "^fe^t^ 
general problems associated with it, havr not made those attractive 
foans. They have been interested only when Uncle Sam was making 
the interest payment, one.payment for the whole Portfol'O; one check 
covering the ihterest on all the loans outstanding, that they could 
rely on receiving every 3 months. \ u„i,„i*./v* 

Mr.'MciBHEAD. I would not pretend; to testify on behalf of the 
banks, but let mc say even on the lirisubsidizcd loans, after the sub- 
sidi^tion period is over, they miwfc'collect them on a reprular basis 
iust as they do with other'installment credit. j 
Mr. O'Hara- In our proposal we are paying that we understand 
that that is triie and we are suggesting that the sptead ,be increased 
-and we are asking for an increase iiv the special allowance to make 
sure that we can maintain this spread that accounts for the differences 
. that the banks would incur in such a program. „ „ 

Again,; the confusing element I have heard over and Q\cr again, 
there is ox)nfusion between who is needy and not, and who \s making 
the decision. It seems to me what we arc-say lug is tliat >ftll the banks 
need to Have is a certification that the student is enrolled in a post- 
secondary institution and then he exercises the normal paperwork 
that is required in making the loan. .1 i.Sc 

It greatly simplifies because he is used to makmg loans, that is lus 

Mr. Ottina, we have another witness and T arn going to have to 
leave before long. I want to give the .)ther witness a cnance to say 
his piece. I have another engagement today. 

Let me'iust conclude by saying I think your proposals are \ery 
interesting and they are worthy of our cousidei-ution m this com- 
mittee. I think the whole role of the loan program ought to bo 
evaluated. The question, as I see it, is whether in the meantime we 
go back to the situation that existed prior to 1«'2 jimeiidments or 
whether we leave in effect the situation that now exists with .the 1972 

amendments. > . . • j i 

The only question, additional question, iii my mmd alwut the im- 
mediate problem is whether if you try to ws*""* st«^»s quo 1^^^ 
the 1972 amendments you do it by going back to Sl.l.OOO aiul 
or you do it by going back to those sjimc two figures adjusted up- 
wards for the increase ill the cost of living and m the cost of educa- 
tion since the enactment of the student loan program,, and that of 
course is the genesis of the $20,0(K>-$2,00() proposal, simply adjust 
1.5-15 to take account of those two changes. .1 * t „ . 

That is the wav I sec the pfobleiii, I want yon to know tlmt 1 am 
sure that won't !» the unanimous fec|iiig on the siibcoininittee. IMhers 

^Mn OTr?iA"Mr.'&iairmau, let nie respond to the stntemeut. T ani 
sure from the testimony you will i?pcognizc tlint our view wiU l)e tlint 
the context in which one would examine that would not l)e the context 
ofj.'i-l.''. versus cost of living in either iiistitutioiis or people but 111 
thrcontext of the basic question of need, l)eciuise-it is a subsidy you 
are providing, it is a gmiit you arc providing, and tliftt is the 

'^"^'ifr! O'Haha. I am not sure that I mind subsidizing college students. 
■ We subsidize everyl)ody else in this country. 
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• OmxA. W(\,connir i.n that. Otberwiso, wo would not ftuvo. had 
tho 7 pcrcont nraximuiu. ^ ^ ^ 

Mn O'Kaka. So it does. not hothor mo. it really \loos wot bother n^o 
>hat. somcRnc may iict a loan ou which wo pay an intorost snl);sidv 
for h limrtcd period of tnnc^evci^ thonjih fhov are not anmn'' thV 
worthy poor. 

• '"Mrf DKM.KNnACK. If the rhairnnu^ wilT jfiold. . 

While wc arcMnakin<r sanunations and connnonts on this. T wonhl 
phroso it differently, and :i<rroo with what JI)o, ohainnan has .said. T 
will go further than that, too-~ihl>othors niVVftVe do not help ro1le<ro 
students. • - , ' i-^^ 

I fimjly and aggressively sjij";',!^ think wo woiilVlho derelict if we 
did not'do so. My concenu and ih^ thrnfit of jp^V quostiofcs to the 
witness today, was liow 'do .we host do timt whop wo have linut^d 
dollars, T want to see dolIai*s, T want to see nnlxiniinn dolhuwinore 
than wo have pnt in. T wr.nt more for BOfi. nmro for eollo<re worlc 
study, and more for tho loan pro<rranh We need them not only ju.st 
for th(* low rncome hut for the ntiddle inoonu*. We uood it hroluily. 
*""-"A^at T am I'oally worried ahout is reeo/mi/jni^j^ for practical 
purpo.sef$Hvo nn;^inpr to h]TVe to have^iniit. Tf we mohx dollar for 
one pro^nun. or a million doHais or a hundred \\it\V\o\\ dollars for 
ono progn^m, sonjo where down that lino of apj)ropriations wo are 
. <roin^r to talce a hundred nullion dollars off another pro;rram. 

My.only. concern is that wo use it to the maxiuuun. ^Ir. Chainnan. 
As T .sav. tho principal thrnst of my ^onnuent *roos a stop hcyou^t what 
the chainnan has said. T not only agree with the fact \\ do<»s not 
bother mo to sid)sidizo, T affinnativoly state it botlioi-s mo if we don't 
subsidize in the Ik t- way possible. 

Mr. OiTrXA. Because of your tinjo may wo suhuni for the rorord 
the cost estimates you asl^e^l for?^ . * 

^fr. OITaka. Yes, pjo^se/do. 

[Following are tho cost estimates ro(pu»sto(l above:] 

H.\CKOUOIINI» 

Our <«nrroir hatl^'H i»slim«li' of S2i;2.fKK).000 in iiitorcM !isNUin<'> \\u\t i»f this 
amount. $.11.S00.0<K) Is f<»r intori'Sl nu iii'U' |o:in^. 

Tho projocled doHar numnnf nf S1.0.'»e liiMinn wu-- :iss nl hi \ui\r :iliimt 

I.'* iM^n'ont iioii-siilKidi/t'iI (.^MVJ.'; uilUinii miIi^^IiII/i-iU. TIm' li'vi-l nf luui- 
siibsiUi/i'd loans In 'prior ,\»'!irs Ii.in Im^'h nhout I iM-nral. Witiiniit tln» lu^inU 
tat. wo would <*^tiiii:iti' tlint nf tld^/ urrrnt iiroji^rtfrni. umI> pononf \\'umU\ 
Im» noil j^n»».<id 1/0(1. First .M':ir iiiti'rcNt 'i-o^^tN umild tlM n'furi* oqual .^.Ti.e niilliuii. 
or an iiirroase of onU niilliitn. Ilnuovcr. tlii* i lToct of tho ncods lost Ui\^ 
hwMi to dopn\<i . hotli tlu» iiUndM>r.s nf lonn'*. Im-im o tlio initnhcr nf Ntudoiit> \\ Iim 
can otitnin loans (27 pi*r<*<*nt iindi^r tho ctntiparahlc pi rtud nndcr tin- prior hiw i 
US won :iK dollars nr» iH'roont). 

Tho l<\«sor di»oroas«» in \\u* dnihir vnliinio i** hoiaiiM* tlio avi'ra;:<' loan has 
liicronswl (from $1,0.10 in KV 1072 to a onrroni lovul of S1.250). 

If we woro to ko l»ar^ to the* LVl."*. wo wmild a^^'^niui' jit If^aM an Inrn^-iM* 
hn(*}^ to foriiHT lovols or of 27 |>or<'ont In niiiuhor^. tn ahont l.l.SO.OOn. ns mni- 
paroil to onr fiirrent projection of .<i0ft.000 

At an nvoi;nu'o si*/o of $1,250 this would anionnt to $1.1 Idlljon. . 

\Vo would a««iinio that Vt tH'rri'nt \> non >nl»sidiy.od loavinu' hillioii 
^^nb'^ldi/.od. Tho first yoar^ ro<t .wi»nld oipi.'il nullion *»r an iiH roniont of 

Sin.ii luiUion ovor tho $.'?1 a iniUion in thi^ >^«ar'.s hndirot' Tho total iiiiToniontal 
co^t would ho $27n4 luillion undor ;{t>oars of loudiuu' at tld^ h.wl. and tho 
total eo.st would he $.<^?«.fi mil lion. 

If wo won' to hiu'U til KV 72 Wvids. tho nn*nil»or of loans. 1.250.f>0(>. M 
$1.2o0 would ocpm! $1 ."h ddlllon wltlf ."> |h rn nf ntiU snliMdi/.*'il !loa\ inu' $l.r»0 
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billion subskllzeil. .The total liiereinental cost wouUl l»e $315.0 iiiilHoii. ami the 
total cost would be $1)45.0 million. ^ ^ ^ ^ ^ , 

Assuming the pb^ceuient of the same level of Umns ?or three years, the total 
and incremental cost umler each assumption would run out a« 1 
Neither, ot these assumptionK jrives weijrht to i;n(»r year l^^^^^/^^^'^^^ J^"^ 
existiiig under current ami previous legishition-10(UM!)T4). The attached table 

*'''\\4'^wonll^^^ these art* aKsmuwl levels oY lending, both iiunibew 

and loan size, and that tllese are ccmservative estunatt^s siuee we would antici- 
pate a return t(> at least former levels. We have no concrete basis for making 
firm projections on vobnne umler the 15/l;/proiM)sal. ♦ 
Assumptions for A and II. * 

Basic ^premise , , * , oa 

"TnTe average life to foaii in the iuterim/gnice period is approximately 
vcars. Tnis period gives co^isideration to the mix of higher wlucatxon and 
Vocational educational loans and to the 1) and 11! month grace i»eriods 

A<Ulitioual assumptions for determining priiiciiKiI balance and cost factors. 

Firnt year 

Loans are placed throughout the year. Interest is i»aid oif all loans hut at 
one-half the rate to account for uneven disbursement: Interest = iwrcent 
(on full principal). 

Second and third yearn ' ^ 

All loans are or books a full year. Full interest is cariuMl : Interest = i.^ 
IK»rceiit. 

Fourth year\ > 

All loans an* converted to repayment. Conversation occurs throughout the 
yonr. Iirterest is calcuhn.^1 as in tirst year to account for uneven conversion : 
interest = 3.5 iiercent (o^fiil! principal). 

!NTEREST ON SUBSIDIZED GUARANTEED LOANS iNCREMEfas HNOER ASSUMED LEVELS FOR 15A5 PROPOSAL 

A. 1 130.000 loans. Average loan of $U50 with assumed program level for 3 years. Total loans=$L4 bi«-cn 
($1.33 billton subsidized; 

(Millions of dollars! 



Isl year 2d year 3d year 4th year 5th year 6th year Tolal 



istyear'sloans: " 33 2 45.6 279.6 

15.3 30.6 • 30.6 15.3 ^^-^ 



Increment. 



2d y ear's loans: ik r o-i 2 93 2 46.6 279.6 



Increment. 
Total".. 



46,6 139.8 222.0 233.0 ■ 139.8 46.6 838-8 
IncrementVereVttmated for tiscai year ^ ^ 3 ,5 3 275.*i* 

1974... — 



B 1 256.000loans. Average loanof$1.250wUhassumedprogramlevel(or3yeafS.Total loans equal$1.57b^ 
($1 50 billion subsidrzed) 



istyear'sloans- ,^5 ^ 52.5 '315 0 

i^c'LvnLv;;::::. ... *: ■ ::. 21-2 42.4 42.4 21.2 127-0 

2d yea'*? loans- 2.5 105.0 105.0 52.5 315.0 

fot^L..-.- \\\ 42.4 42.4 21.2 127.2 

Increment.,.. , 

3d year's loans: co 5 1050 105.0 52^5 315-0 

Total.. 21 2 42.4 42.4 21.2 127.2 

Increment - • . 

Touii. ] . - 52 5' 157.5 26^,5 262.0 157.5 52. 5 9 4 5.0 

Inc^ment over estimated for fiscal year ^ ^ g3 g 2I.2 381.6 



» Interest cost for n«w loans (first and carry over years). 
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Mr. Dellcnback. May I ask unanimous consent? We have a state- 
ment that it seems to me is relevant to this that was issued by the 
board of directors of the American Council on Edudkion in January 
1974 that deals with ^aranteed student loans. It focuses on reex- 
amination and deals directly with this matter of interest suteidy, 
and ends up saying it amounts ^o very little for the indivdual bor- 
rower and in total it represents a $310 million drain on the Treasurj-. 
It is somi^hiB^ that might better be used in other aid programs. 

Without reading the statement?, I ask unanimous consent that it be 
made a part of the record of today's hearing. 

Mr. O^Hara. Without objection! it is lo ordered, - v 

Thank you ve^ much, Mr. Ottina. 

Mr. OxTiNA. lliank you, Mr. Cjhairman. 

[The statement referred to follows;] 
* # ^ . 

Guaranteed ^txtoent Ix>ax8 

ACE ^lieves that the time has iconie to reexamine tiie purpose of the 
Gnaninteed I-oan program. As It was ^ginaUy conceived it was designed to 
meet t^e needs of middle and upp«i^middle income families who neede<l to 
spread edocmtlonal costs over a niunlwf of years. Interest subsidy, other than 
thatf provided by the Federal guarantee to keep Interest rates low. -was* not of 
major importance. Interest subsidy and the recently^ adopted needs test to 
determine eligibility for subsidy have assumed center ^age. largely becatise of 
the shortage of direct subsidized 'NDSL fundK * Recent •economic conditions 
have made it almost Impossible for students and parents willing to forego the 
subsidy to borrow through the program. For them availability pf credit Is far 
more important than the relatively small subsidy to which they -would be 
entitled If they could demonstrate need. The banking community, working 
together with the Congress, Administration, end the educational <Mmsmutilty, 
must explore new ways of making that credit available. If they can lie devised, 
serious consideration should be given to dropping entirely the Interest sub- 
sidy feature of the guaranteed program. It amounts^ to ver,v little to' the indi- 
Tidnal borrower, yet in total It- represents a $310 million drain on the Treas- 
ury, a sum that might l>ctter be used In other aid progrEms. 

Mr. 0*HARi\. The chair now recognizes the «:entlewoman,from Con- 
necticutf Mrs. Grasso, who wishes to make a statement before the sub- 
committee. ♦ 

STATEMENT OF HON. ELLA T. ORASSO, A BEPBESERTATIVE IN 
CONaBESS FBOH THE STATE OF CONNECTICUT 

Mrs. Grasso, Mr. Cliairmaiu Federally guarai^ocd, subsidized stu- 
dent loans must l>e made more available for students from niiddlc-in- 
co.ne families in my State of ronnocticnt and throu^rhout tlie Nation. 

Families of collece students are particularly hard hit by inflation 
that has driven college expenses^ likc so many other things, out of 
sight Yetj the number of guaranteed student loans in Connecticut 
has declined 25 percent in the past 2 years due largely to ^restrictive 
program *requirements. Chief among these requirements is the strin- 
gent needs test which all students must now pass to^qualily for 
interest subsidies under the guaranteed student loan program. 

H.R. 12523— the bill before you today — is an attempt to alleviate 
some of these problems. It is a measure that has my complete sup- 
port, and I respectfully rccjuest prompt and favorable comniittee 
action on this important legislation. 
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As you know. Congress amended the Higher Educafion Act in 1972 
with the aim of expanding the student loan program by abolishmg 
the $15,000 limit on the fam.ilv income of a stfident eligible for 
Federal interest subsidies on tliese loans. Instead, we established 
proof of need as tlie primary qualification for the subsidy which pays 
interest om a student's loan until 9 months after lus college or 
graduate education is completed. ' • 

Unfortunately, however, the Department Health, Education, 
and Welfare's interpretation of the 1972 amendments prevented many 
students, whose family income is between $10,000 and $15,000 an- 
nually, from participating in the subsidized student loan program. 
Moreover, this situation has affected not only subsidized student 
loans, but unsubsidized ones, as well. As you know, many banks have 
been unwilling to <w) through the expense and paperwork of collect- 
ing interest from students on the lowtyield guaranteed loans without 
interest subsidies. The result lias been a lessening m the availability 
of loan money for the student loan program. 

The bill be'fore. us today would abolish the needs test requirement 
for students whose adjusted annual family income is $20,000 or less 
and who wish to borrow $2,000 or less in an academic year. In this 
way it would make the loans and interest subsidies more accessible lo 
the students who need theoK- , -j- i 

This legislation is an important step toward providing more loan 
money for students from middle income families We must ensure 
that Congress' intent to broaden the subsidized student loan program 
is carried out in time for the next academic year. . 

Mr. 0'H.\R.\. Thank you, Mrs. Grasso. The Chair iio^v recognizes 
the distinguished gentleman froiv. Michigan, Mr. Brooinheld, who 
wishes to make a statement before the subcommittee. 

TESTIMONY OF HON. WILLIAM S. BROOMnELD, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF MICHIGAN 

Mr BnooMnEi.!). Mr. Chairman, I wish to commend the subcom- 
mittee for -holding these most important hearings on legislation to 
make federally guaranteed loans more available to. students from 
middle-income families. This is a very real problem, and I velcomo 
the opportunity to speak out in favor of this bill to make the loan 
programs more equitable. . i ■ 

This great Nation of ours has prided itself on having an out- 
standing svstem of higher education that is avwlablo to persons ot 
all walks hi lite. But that great system, Mr. Chairman, is fast be- 
coming available only to the very rich ami the very poor. The middle- 
income families, those who pay the bulk of all federal income tax, are 
being priced right out of the market by the rising costs of higher 
education, and the inability of the Gov..rnmeiit to recognize their 
need for loan money to help meet those costs. 

The present svstem that requires students from families with in- 
comes df more than $15,000 to have their need for a college loan 
certified by their college is simply unrealustic ni these tinies of intla- 
5ion. Anyone who thinks that a family in the $1(W00 to $20,000 range 
tryng to send a child to college is affluent is sadly mistaken. 
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Considering the rate of inflation in recent vears, this $15,000 
ceiling, IS badly outdated. When it was first imposed in 1965, liicrhev 
• education, and everytluni^ else, cost much less. No\v, in 1074, it takes 
nearly $22,000 to buy what $15,000 did 9 veai-s a-o. To retain this 
outdated ceilm^r figtire in view of these statistics is jirosslv unfair to 
nwddle-mcome families. ' 

Equally unfair is the needs analysis svstem usi^d to- determine the 
^ amount of need for students fponi families in the $10,000-to ftl5,000- 
\ income range. This system -vrns intended to help make loans more 
STkW ^ removing the iijcome test for families earning less than 
5pl5^ a year. Instead, it has made the Joans Imrder to receive bv 
snb^itutmg a rigorous analysis'^ of both income and assets in place 
ot the size'Of'in9ome test This income and assets- test inchides such 
Items as credit purchases, home improvements, and mort;raffe pay- 
ments, while Ignoring that all those things repi-esent added financial 
burdens on a family. 

The result has been that families already saddled with th#se 
hnancml burdens are often refused loan help l)ecanse this system 
'determines their need not to be great eno^igh. 

The sons and daughters of middle-income families are as deserving 
of a college education as those from otiier backgrounds. Their parents 
have shouldered the burden of the Federal tax structure for vears. 
It only ff^ms fair that the Government should respond to'their 
genuine need 'for college loans^by reevaluating the loan program. I 
urge tho subcommittee to take prompt and favorable action on this 
bill, so that our system of higher education can be truly available to 
all people. 

Mr. OUaka. Thank you, Mr. Broomfield. Our next and fi«al 
. witness for today is Mr. James A. Jung, who is executive secretarv 

niu ^^^^^^ Educational Aids Board, State of Wisconsin. Mr. Jung 
will be accompanied by, Janet Maciejewski, who is stndent coordina*^ 
tor of the Wisconsin Tli^^her Educational Aids Board. 

Mr. Jung, we will be happy to hear from yon. 

STATEMENT OF JAMES A. JUNO, EXECUTIVE SECRETARY, iflGHER 
EDUCATIONAL AIDS BOARD, STATE OP WISCONSIN; ACCoJr^ 
PANIED BY JANET MACIEJEWSKI, STUDENT COORDINATOR, 
WISCONSIN HIGHER EDUCATIONAL AIDS BOARD AND RICHARD 
JOHNSTON, DEPUTY EXECUTIVE SECRETARY 

Tlmnk yon, Mr. Clmirman. T am also aceoniT)anied bv 
Mr. Richard Johnston, my deputy. I 

Mr. Chairman, distingiiished members of the Rdncation Snbconi- 
mittee: It is a pleasure for me to be wiith von todav'jis yon deliberate 
over the guaranteed student loan .pl■o^rram. The kev function of the 
Board I serve is administration of Wisconsin's svstem of financinl 
aids to students. This system, of ooiirse. includes the ^rnarantoed s-tn- 
dent loan program, whieh, in our State, and T feel tliroii/rhout the 
( mited States, is 411 eoiisidorahlo need of repair and, perhaps, reeou- 
.striiction. 

The committee has alrendv heard extensive testimony and is, I am 
sure, well aware of the problems as well as the virtues of the *ri'iaran- 
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teed stuaont-louu pro<,ran. as it is P'y«'"*^>\ ^^^^^ 
then will be directed towiud suggestm- a Ji^f ^* 
miaranteed student loan pWi am wh.cli would 37^"" JJ^;;^ 

?t more responsive to the student populations of today and tomorimv. 
'^Trg Seed student loan program Ijas become a P™7^«^ 
ponent of the nation's student financial aids structure. Therefore, to . 
FoSv separate discussion of it from the broader f "^s pf stuae„t 
financ'eSfS my judgment to guaraiitee.a distovted resu ^^^^^^^ ^ 
•proximately 2 years staff ^hscussions conconung ^ P^"^^"^,' 
student finance have been under way m Wisconsin. The Wisconsm 
GuSLTmghcr Education Plait which is attached as part of my ^ 
testimony is a product of those *scussions , 

My Board has endoi-sed the plan (wailEP) 
directed the staff to continue developing it for futuie ^o'l 
sScratioi In addition, the other higlier c'ducation "J;^^'^"^ 
co'iin as well as a committee f . 'eggf 

<;fiidv Numbei-s and data on winch AvCrlihl is basea is ^> isn.iiou. 
£tf but T reasonable to assume thaf the* general pictu e 

WGTIEP have direct relevance to the issues before you. 
..Af tliie noint two thin<TS are clear in my judgment: . 

. Stlte Fede?a^f effoit; and 2. The guaranteed student loan program is 

^'""^"^Cr^^^Siu. time is now for the committee 
• toTt"into mSion a change m. direction of the i^^^^^^, 
loan nrogram which would ultimately result m a becleial pio^i.u 
which would iichieve the following objectives : 
H Heco-rnize the new 18-vear-old age of niajont^ . ine 'i^^^ 
velr-old of majoritv which is rapidly sweeping the countr^i 
es^y^-' a Iwhan.res the •Nation's postseoondary education systems 

nowMifci to roino ut) w t i a cortiuii amount of inoiu\\. inoii tkiuv^. 

•ESri'orii^ir^y''^^ 

would i used in Tieed dotenuinatiou. thus prov.dw.g more free..oni 
to both parents ami what are now adult stucleul>. 

J P f .m.s^ivelv tax future inooine streams of students nitlu. than 
,.o;iim The resl^iV pro:.>d,M-e of .vgrcssively taxing 
Mms- Coil vent iona student loan programs legressively tax fiitiin 

cTosof Sudents in that, iio ii.atter whivt tl^^ fn nro .nco^ie o^^^ 

■SiSafbn dii-e^^tly related to the level of the future income of the 
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. student. As individual student debt increases, the regressive nature 
of conventional student loan programs becomes more acute. 
- t. ^t-. * State-Federal relationship which is a complementary 
partnership in pursuit of commonly held objectives: The financing, 
of p^tsecondary education is a joint responsibility between the State 
Federal^Governments. While there is a. State and Federal rela- 
tionship, I fear that candor retires me to describe ihat relationship 
most aptly^as being like a bad marriage held together for economic 
reaspns and for the sake of the children. The children have grown 
i*®*"* the new 18-year-old age of majority, an^a I Suggest 
that this feet ought to be seized as an opportunity to establish a 

• !l i?^ and mutually responsive partnership between the States and 
. the Federal Government. 

' • J jF"?^^^? to a" students, incliuling those from 

middlecJa^ backgrounds: Equity and access to postsecondary educa- 
tion for all people in a commonly held objective. Howeve.-, I think 
there is some merit to the-charge that oftentimes there is more 
rhetoric than substance supporting this objective. Some of the litera- 
ture suggests that the mMdle class is carrying the burden of the rich 
as well as the poor m fiiSancing postsecondary education. As educa- 
tional costs keep nsing the' crunch of the mfddle class becomes tighter, 
bomething has to give, and in the not-too-distant future it might well 
be. the person from a middle-class, background who finds unac- 
ceptably high financial barriers to" a postsecondary' education. To 
alleviate this problem and pressure, particularly in light of the in- 
creasing competition for the tax dollar at both the Federal and State 
levels. It would.seem that subsidies and opportunities must be targeted 
to insure equal access and equity for all people;. Tliis is not the case 
now, Mr. Chairman. » 

•5. E^blish a program which is insulated from short-term fluctua- 
tions of the money market: The existing guaranteed student loan 
p/ogram IS immediately affected by the fluctuations of the money 
^ market. This problem creates uncertainty for people as well as on- 
going problems of availability, et cetera. A program as important 
to the nation as is the guaranteed student loan program ought to he 
free, of these pressurfee. 
6. Establish a program that enables and provides incentives for 

• people '^ remain in the program: Defaulting under the present 
guaranteed student loan program is a problem that promises to be- 

• come bigger in the future. Tlie default problem is exacerbated by the 
regressive tax feature of conventional loan programs already noted, 
ihe steady increase of individual student debt and multiple boriow- 
mg. lo me it is clear that there are built into the present structure 
incentives for students to drop out— to default: T submit, Mr. Cliaii- 
man, that imless positive incentives are provided by the student 
hnancing structure, we are courting fiscal disaster. 

r would like to now, Mr. Chairnian, outline tlie basic features of a 
guaranteed student loan program which is consistent with the objec- 
tives just outlined and suggest a coiii-se of action. 

1. Establish the guaranteed student loan program as an income- 
contingent program: Despite the generous increa-ses in grant support 
on the part of both the State and Federal Go^-emments. tlie fact 
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remains that there is and will continue to be ^ependen^ on student 
loans Ks a primary component of the Nation's st'i^^n^ '"^1 JHP" 
.port structure. As was pointed out earlier, conventional studentlonn 
• programs are forms of regrcssively taxing future incomes of students. 
Xn income-contingent program achieves the objective of progres- 
sivelv taxinir future incomes. , , , , . 

2. Establish a joint State-Federal interest sii^iay program during 
. repayment: Interest on loans represents a significant cost 1 he 

toi^nt Federal in-school interest subsidy program is an 'important 
and necessary component »f the present gtjaranteed student loan 
pygrani. However, it is a poorly targeted subsidy. In g^t, it is not 
Sfeed at all. I would therefore suggest that a joint State-Federal . 
fcterest- subsidy be provided during the ^payment Pf"«J^n;ch 
would have the effect of dir^tly targeting the subsidy t^ thc«e stu- 
dents who need it as reflected by income. A corollary of this sug^tion , 
would be removing or significantly reducing ^he ex^isting in-school 
interest subsidy and adding their cost to principal. Canton. I would 
strondv urge the necessity of insuring through the proposed btate- 
intf rest-subsidy /rogram that a minrmum of 20p«r^nt.°f 
whatever a student pays in any orie year be applied to reduce prm- 
•cipal and that the interest owed in any one year is prnd. 

3. Provide to the State principal and interest Jjuarantees in order 
that The states would be free to use as capital, the most sacred of 
funds, State trust funds: Capital to support a program of this "lag- 
Sde fs a significant issue, kost, if not all, States have trust fundj 
a portion of which could be made available for this purpose if and 
only if they could be 100 percent protected and with a P>aranteed 
mLable mte of return. 'Under this program, Student I^an 
Eirketinfi Association, Sallie Mae, becomes an important alternative 
to States for a tfapitol resource. - ^ xt. * „„„ 

4. Provide that at the end of 25 years any amount that not 
repayed by the student through the, program would be forgiven . 
B^d on past experienc(y, the vast majority of students participating 
in this program would repay their advances under it. However, there 
will 1« a minority who for good reason will not achieve a sufficiently 
Wghflifii™ income stream to conH>letely repay. F^irne^ and i*a^n 
suggest that at the end of 25 yeWs whatever amount that remains 

"^'5 'p^idSstate administration. How to implement : In .addi- 
tion to any technical changes vou are considermg, add a provisira 
which allows and encourages .States to move toward a «v»f d p^ 
gram. This additional provision would allow States to estabbs" » 
State plan for a revised guaranteed student loan program to 1» con- 
Simd in by the Office of ^5ducation. This plan would provide the 

•^°"°Out?ine the administration of the program at the State level 

2. Outline the source of capital for the program and State share 

of interest subsidy. ' , , , 1. j * »„w.t>i» 

3. Outline a specific repayment schedule based on net ^^ble in- 
come of the participant after leaving s-^hopl The repayment schedule 
would be consistent with guidelines established oy^Kj. 

4. Provide for a maximum repayment period of 25 years. 
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5. Provide fo^ an aftcr-school-iuterest subsidy divided equally 
between State and Federal Government based on 8 percent or market 
rate, as determined by OE, whichever islowor, and that all interest 
owed in any one year shall be paid— The existing in-school interest 
subsidy would be eliminated. 

6. Provide that at least 20 percent of any payment mode by a 
participant in any one year would be applied to principal. 

Provider-fliat the FedehU Government pay to the States any re- 
maining principal owed at thetind of 25 years. 

8. Establish a maximum advttnce under the program based on the 
financial need of the participant. "Parental resources available would 
be excluded. ^ , 

9. Provide that those students having .loans jinder the existing 
guaranteed student loan program would be eligible for participation 
in the revised program, but not the after-school-interest subsidy pro- 
gram. • : ^IjC 

The' enabling provision should have two other elements : 1. Provide 
that States wishing to take advantage of this option would receive an 
allovance for administration based on each participant and an initial 
sum for necessary startup costs upon acceptance of the State plan; 
2. provide for some form of congressional review Iwfore a State may 
implement a revised program. 

I fully recognize that wha^ T have presented i^ but a skeleton out- 
line with perhaps more questions raised than answered. However, 
what I have raised is not new. It has been in the lit^jrature and under 
public discussion for years. There exists throughmit the country 
much expertise that is available to quickly dot the i^s and cross the 
t's of the program just outlined if you provide the direction. And, 
by quick, Mr. Chairman. T do not mean months. T mean weeks, and 
if necessary, days, to put together the necessary amendment to exist- 
ing legisliltion whicli would allow States to inove in the direction 
outlined. 

Mr. Chai rman, members of the committee. I submit that further 
study at this point is to obfuscate tlie obvious, and T plead that you- 
seize the initiative and actjiow. 

Mr. O'Hara. Thank ycrtrvery much, Mr. Jung. 

Mr. Steigkr. Mr. (Ihairman, may T ask if it is permissible for 
a nonmember of tlie subcommittee to ask that the complete statement 
be ma/le a part of the record, along with all of the charts and tables 
that accompany it? 

Mr. O'Hati.v. Without objection, it is so ordered. 

I am even going to let tlie notiniember ask questions. ^ 

[The charts and tables referred to follow :] 
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State of Wisconsin Higher EoocATioNAt Aids Boaiu>-Boam Rctobt 
Proposed Wisconsin Guabanteed Hiohek Educationai, IIan (A\GHBI ) 

introduction 

EarlJ in the consideration of the Agency's 1973-75 biennial I'^^get request 
* iBMri Report #73-1, July 28, 1972), the Board rsvlewed, in a general wa>, 
S a^Ktim to' the listing financing patterns of l^'^^^^^Z 
Hon WMle the Board took no formal iiositions on any of the ™""^,'^^f J 
tat tl^ it did dTi^t the Staff, to continue to ermine this^mportant i^^ 
siibseauenUy. the Governor's budget policy paper #21, 
nMDoaS executive budget recommend^ions to the Legislature Iden- 

ffi tte ll^cf*g of^p(«t-secontory education's a critical issue and directed 
tte approprtate State &r education-agendes to *egln serious cons d«att^^^ 
ot alternative solutions. The policy paper ca led for and the ^'f*™^ 
«rf«hii«h^ an interagency study of this Issue with recommendations to be 
^iltt^for conslSion in thea974 session of the I^glslatnre. The bud- 
wtblU^timatrfy adopted by the Leglslatureiimende<l. this provision by estab- 
- mhtag a ll^^tlve Study Committee to study the financing issue, along v^ith 

^vS^l^f KToJ^^ Nusbaum, Secretary of Admlnistmtion, re- 
nu«?ted th^ the Higher Educitional Aids Board; University of Wisconsin; 

• C Boarf of Vo«iUonal, Technical, and Adult Education ; and the Wi^ns^ 
KiTt^n of Independent Colleges and Universities t^ve «rgera and^serions 
consideration to a proposed student support program, Wisconsin Guaranteen 
HiXr Education P an (WGHEP). The.new program recognizes and attempts 

. S relolvesSTch major concerns as the State's new 18 y«»r old age-of-majority 
leStlon • the growing concern of middle-income parents over the rising costs 
of hSher^u.^t'Ton; the need to insure broadband equal acce^ for all s^dente 
to wrsconsin post-secondary educational opportunities; and, finally, the realities 
nf thi. increarfne competition for limited State taa^.revenues. 

A wirS feteTN^baum's memo and a detailed outline of Prop*^ 
WIscSn Guarantee Higher Education Plan are incMded as the body of this 

"'^'^ 1973-76 biennial budget statute also directs the B««^b/^trv"e^o?Sever- 
revlew of present systems of need analysis systems with the ""^^''^l^** - 

^Ing a uniform need analysis «y«te'n,f°L,S*«'«,^«f ^*ShE^^^ 
Mentiflcation of current problems outlined in the WOHBP P™P"~'%Ti^^„, 
Ke^aSalysis systems may no longer be a critical i|»ue. ^^.^^Jm^X 
the WOHEP basically accomodates the need analysis issue, the Staff suwests 

Nusbaum's memo sngjcests. that ^^pf^J /^^^Snf^^^^^^^ for 

■ SojSTm dVe^op^nHs w'^ras"'^^^^^^ te^sts of the basic features of 
the plan. 

; RECOilMENDATIONS OF THE COMMITTEK OF THE WHOLE AB ADOPTED BY THE BCAHI, 

M\ ThP Committee recommend8 that the Higher Educational Aids Board 

?2f U«t this enforXent i^^ means: (a) The general ftamework 

for the W s^nsin G™^ Higher Mncafion Plan be eHjaW sbed for the 
ItfflWe schflSl year : and (b) Authority for the Higher E<lucational Aids Board. 
In ™Sn T^th State higher edncational agencies, student groups and other . 
affS c^nKnt p-oups to establish -program details. In "'^«^t{> "^-V'/J^ 

■ ^SlatlThivolvem^t in program development, it may be desimble to provide 
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thnt tlie Joint Comniittw on Finance \^iiia approve tlu» profmini details devel- 
oped by the Higher Educational Aid« Board for the Wisconsin Guaniutewl 
Higher Education Plaii prior t(^ the program luHroniinu' effectivo. 

(3) That Staff he directed by the Board to present a detailed plan for its 
con<)ideratlrin at the earliest |»oHSil)le date so ihat legislative consi<lenitlon of 
the proposal in the January 1074 session is |>ossible. 

(4) That the Board construes the notion emhwlied in the foregoing n-eoni- 
mendations as its resfmnse to the^ieiHl analysis studv re(piire<l l»v the hinlget 

-stiitttte!,.". : 

(5) TKif. the members of * the Higher Eddcational Ahls Board understand 
(a) that the Wi.sconsin Guaranteed Higher Education Vlan i« desipied for 
the purpose of enabling students who need aid to fkiance their post -secondary 
education, consistent with legal recpdrements, and (b) s|)ecifically recognize 
that ihe Wisconsin Guarantee<l Higher Eilucation rian is not intende<l to servo 
as a basis for increasing the student's proportionate share of instnictional costs 
for tuition at public institutions. 



DKPARTMrNT.VI, C0RRESP0NJ)K\fK 

bate: November 20, 1073. 

To: Jim Jung. Executive Secretary, Higher Educatioail Ai<ls Boanl. 
From: Joe E. Nushauni, Secretary, Departm^t of Administration. 
Subject: Financing Fost-Secondarj- Education. 

The purpose of this memorandum is^o summarize the current situation 
regarding the study of alternative methwls of financing post-secondary wluca- 
tion, the developments to date and the din^tions, for the immediate future. 

In Executive Budget Policy Paiier #21, the Governor outlined a number of 
problems related to the financing of iMKSt-secondary education. He concUnletl 
by calling for an interagency study of this subject with recommendations to he 
submitted to him for consideration in the 1074 .session of tlM» liCgislature. He 
also incorporated the interagency study in the budget bill. The Joint Comndt- 
tee on Finance change<l this statutory provision to a I>egislatlve Stu<ly Com- 
mittee and broadened the study to include a nundH?r of siieciflc problem area.*;. 
Sub.sequently, the Legislative Stu<ly Committee adoptetl an agenda which gave 
initial attention to .several of the specific questions with the last item on the 
agenda being the broader sul»ject of financing post-secon<lary education. 

Subsequent to the Govemor*s original budget Vecommen<lations and policy 
papers, an ad hoc committee representing |»ost-.«;econdary education agencies 
of the state, private colleges of Wiscimsin and the neiwrtment of Administra- 
tion held a number of exploratory meetings on the executive jiolicy fjaper. In 
these brainstorming sessions we consideretl major changes in objectives and 
financing policies w'hich woidd have drastically alteri»fl traditional relation- 
.ships and programs. Wliile the committee never took an official i>osition, I be- 
lieve most of ns saw substantia] merit In the ]>olieies we considere<l, es|>eclally 
with regard to. overcoming the problems of age of majority, residency anil 
equity. But we also recognized shortcomings and imtential j)roblem.s. es|>eciall.v 
with regard to protecting the public committment to public post-secondary 
etlucatlon. The reaction to the recent CED report ami the Carnegie re|)ort 
bore out oiir concerns. 

As the Initiator of the pro|)osal to study iM).st.soeondary wlucational financ- 
ing, the Department of Administration has a respon.slbility to the legislative 
Study Conmdtfee to bring to its attention the |)roblonis'aml any .suggested 
solutions which we feel may exi)edito the oomniittw s work. 'However. I would 
hope that we can go to The romniittce with proposals that have some degree 
of acceptance and support from the. Universitv of Wisconsin Svstem. the 
Vdcational. Technical and A<lult Education System, the Higher Educational 
Aids Board and from independent colleg<»s and universities. 

Without prejudicing the consideration of a more substantial alteration in the 
imst-secondary (>ilucational financing .«<y.stem at snme later time. I feel that our 
efforts should be concentrated on more iuune<linte prol>lenis within the tradi- 
tional financing sy.stem. Twr? major problems whh-h must be addressed are 
th» significant inifdicatlons of age of umjorl ty on oUr present financial aid 
programs and the imniet financial needs of students from low an<l middle 
income families. The.«:e firoblems must be addressed, however, within the con- 
text of re*5ource limitations. 




325 



For the ...St sevon.l months tho "XirnkriiriloarTh^^^^^^^ co.lcenl'ratea 
sJstance of the staff of tho « "'"f 1,.'^^^^^^^^ (lesigned 

n^fo^ the 4«n'ouu'™^ Higher K'^^l m\f 7ost^^^^ e<lucn- 
Given the problems associatod :^|«\ ''%,f"""^'"„«, ^ have 

t!on ami the constraints fhnt Mist ,f ,*u„;l?eU^ this i.ro,K.sal. 

found no viable J^'f. X nr..m ^.r^^ com,"es and n>aV he ap- 

"iKe of the urKeri...v and importance of ^^^^^^if^j^tl^^^^t 
consln Guaranteed HiRher Edncat on ^''•"Br";"- of the 
nursHe basic legislative inithorizntion for tiie proRram j j^,„tive 

I n.t lot jo..t wji ■.». a >'>","»*"'7;Vh,'"'^^^ 
Ta^ta'^l/eli^ IT^r^^l^^^^^^^ 

for consideration by the I>..cislative Study romnuttee. 
Attachment. 

WISCONSIN OITARANTKKI) HIGIIKK KU.TATION PLAN (WOllEl') 

reports on pos^-secndary "^•'^ ^ ,, , ^it a^^^^^^^^^ reports recon- 

sroat deal of national conniient niui-h of it * !' ' ;,, j^. national 

liu-nded misiuK tuition at r-"^'"'; J;,^ 1,^ of the 

comment on these reports al.-o ''"h-'^'fi , ' /, ti.A'^raw^ need which is 

"^^;?r;^;r^.s::ni'::i::' import... but 

which make s.m.e (undnnu-ntnl ^■'';>"«;' ' ' '."^.^ 1^^^ in.pera- 
financially assisted in a.-hiev.n); 'V^'^ i^"' .'"V, "^^^^^ proKram.s. the 
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^^nS$T^H^^■Jl''L"l Vri"?,^ """"^^ t"e ending of the 

a SJ?w h^^'l^'Tt^?^ "'i^^ ag^of-majority to eiehteen. However, 
J^cnatw that has not an yet occufred Is the manner in nhlch students ar^ 

r.^t^}^li "V systems of need nnaljsis are predicated on the flnaufclal 
/«i J^^„S*"f''^"'*«''''"'''^- dependence on ,«rental flnanclal re.sSs 
ins dfXt^^Vnr""" "L^^r" ^'^"''"y "'Kn'fleant lesal questl^nT 
Which is S,M'JLt"f«"th^ precedent for providing a public i«neflt to Z adnlt 
' J5^nf«^^ L flnanc'al capacity of the adult's mrents. In f^t nulte 
l^l ^ " that given the 18 year old agey^a1or»v 

flMn'd^"rs Zim5'i''"«*''r '^^''^ riaX iS't^'aSe 

iLn- '*«P«ns'*»lllty for their adult children who are students/but for how 
a^.hrn""?"^*^" '^'{""y prohibit^ students/ but for ho« 

ndrtt chM with VhTn^U'.'^^i''"'^ I«'^nt '>« res,K,n8lble for an 

namt cniia with the present configuration of student flnancfal aid nrncrom« 
wou d cause a disastrous effect In Wisconsin. Since pr^Sl y all stu^^^s 
rhfntJ^^'eVrm'lna"tt^ if Parental flnanclal resources co™&t he'Lu 
nro8?^s wonid ^f^""* "^'""^ """""'^ c""""""* student aid 

tr^^^;«i^ without question prohibitive. Therefore, It hitmen essen- 

tie ?mpli*,^tJon8^^? ""f^*^ '•'"^account of 

transmSn. z'^-" age-of-majorlty t<. insure an orderly 

The limited taa dollar / 

Knn "A*'"^ a "'"»«^ commodity and the cou.Detl- 

tfon for t Is Increasing.' As has he6rr>iK)Inted out throughout ti e nntlonnM f 
erature It Is no longer polItIcat5?re^lIstlc to antlcipa?^ ncreasid W^^^^ 
^fi^.^ /k"" P»"t;'^''",'«a>-y education at the same rat.' as Ls CHade avail 
SS^LX ^z'"' '''"■""a'y. I>o«!i«econaary education Is Tder Increash.g 

o targe^/ expenditures to%ichIeve inaxl.nun, effectlvenefw HIelie? 
T^nZ are^XMn.**.'."*'^ this perIo<l the "age of accounlaE" TI.es" 
KdTn1stJfdenrflna^l1,L",r'' .-t-<-condary eclucatlon 

.nrt^lli/'"""!^ ""T ?''"e8S"'*s 'or fiscal accountability and constraint are real 
31.«rn ■*^i!"""f ^ ^''^ foreseeable future, care niu.st be exerd^ bv 
decision makers to In.sure that those nece.ssarv freedmns and tradmons^.inh 
have made the State's post-secondary edu^Ional ^sZs^o p,S X „ ho 
f^rtrl ^^^^^ ""'^ that the productivity of the past IsT.sur" ! fo" the 
One way of meeting the challenge of the 18 vear old age-of-nmlorltv in tiie 
prrvnn/T""]* post-secondary education reLtiveTv fre^ fo? 

everyone. To develop a plan which achieves this objective -Is relatlveirt.nRv 
However, given the enormous cost of hu.I. Progra.ns and the lEr'onn^^^^ 

Vt^lC^L^T^' fr" " ^'"^^ a« a ,"ift!ral ?ant«sy 

.(e^«iwmr Pre.«ervlng and widening the nnanclal 

accessibility of post-secondary eduratlnnal opportunity. It DeSOT^ies nfesan* 

horwho"n^T!r:,l"?{: target flnandil support equliSbr^o 

rnose who need It and In the amounts require*!. Since the consideration of stu- 
^u«L?M'■^"^^''""'"i^ '■<''«'^a"t to achieve this goal there a?e fe v 

Si met snd'T JV,?'' ehoo«^If the age-of-maJorlty rS?u rements"rre t . 
fl^«nMJ7 "'/hem have In common the con.slderatlon ,.f the studenf« 

exTrienc^. ' the ik,s!.. secondary edu«Iumml 

. The cnncerwt of thn middlc incotnc ciUscn 

Jnr1.mWTni^!?r*tn^^''1?''"'t"' V'"^"* t'"" ""'''Ih' tla.ss. The nil,},?)., 

income taxpayer, no matter how (jpflne<l, comprises the largest croui. «f t„r 

c^'aL tax,?^yer. ' ^nment has a heavy Impact on the middle 

Dendent"oTI'l"m?,?^l"'^ «trurture supporting post-secon.dnry education Is de- 
h^^rfln^nJoi'' M '^""^ taxpayer. As presently constituted, student ne<Kl 
fr«S^ 4rHoi™>in^ "r""*,"? t"c middle class income cItCn 

from participation. The federally Guaranteed Student I.oan progrnni wlilc 
was orlglnaHy deslgne<l to assist the middle class famil^y was changed hy 
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Cojress latt year so that thlslprogwim has also become a tradltlonaUy need 

'^^e tSon of low tuition has been about the only P<«t;«e«?"d"V«?'^^^^ 
ww^h h«« Viewed as benefiting the middle class family and the nign 
Tn^m. hmlfr It mSM ^Ill be a& that the strong objections which have 
Jr„'"™S Mtio,^ 1? aSnsr involving the rajslng of tul- 

tkfn* !Smarily an ex^lon of middle class concern. Congressman James 
0?Hara cirtm^ri of the House SulKomralUec on Education, has stated n 
un° ^fvoS tS that Sfngress Is listening carefully to the voice of the middle 

sCKTs'^a^hls voice is being heard with the resu't that an^^^ 
baric ctanges 3 the student flwinclal aid structure which do "o^t toke Into 
aj^iunt thfmlddle class citizen will probably have Uttie $hance of obtaining 
wi.iaVi<» siirvpss. Therefore, the problem becomes one of ' developing a pro- 
Sm which tSlnto'^S'nt the ?ery legitimate concerns of the middle class 
taxwer while maintaining the State's commitment to the poor and 
disadvantaged. 

The State-Federal retatiotuhip ,j , , , 

There Is an additional concern to be .accommodated In considering basic 
chanies In the State's student financial aid structure-the State and Federal 
SKsWp. -nie f»dml government lb facei with the na-^e P;f>»f5'« "^^^ 
c«n«irn« AS are the States about post-secondary finance and since It Is the 
STnd fedl^l lovCments which are the primary sources of support for 
K-seSSndaS Sumt io™ It would seem that both would be Y^.l^lf^f ^Xajlv 
TdeX a flnaWliTg st^tegy for post-secondary education which Is mutuallj^ 

"'c«S?'conKnvs Is again considering all the Issues of ■jKWt-secondary 
iSll^ala^r»^^^^ 

S,nt of existing federal P.ogran.s and lK,Int to directions whereby the state 
and federal relatlonKhIp can become a partnership. 

* iTdeveiopIng the proposal which follows, primary attention was given to 

"1 Awrmmtidatlng the Implications of the 18 year old age-of-majorlty 
I «y^(l financial accessibility to post-secondary education for all 

-i ffmmodatlng the legitimate concerns of the middle class citizen while 

iSS the'^State, commitment to the lMK,r and disadvantaged 
4 The limited avallablliV of State tax dollars 
5. Full and cmnplementaJy use of fe<leral programs 

?: MZerJalirof'"h; Ue's commitment to minority and disadvantaged 

Glv^'^th^ rigorous coistrklnts. there Is little choice concerning basic fea- 
tures ^f X^proCTam. FoJ eiiinple. there Is no viable alternative to estab- 
nfrng the futurflncome^trealns of students as the primary comiwnent of 
the propo^l If an seven of the conN,traInt» are to be even '"l" mu«>> >" satisfied. 
<»nmp nf the basic features of the proiwsed program are as follows: 

rNe^-wItates In tuition at public Institutions of higher 

2. Sdere only the student's financial resources in determining need. 
The Ssed program removes the requlrenjent of .parental contribution. 

3 ProviZ advances frou, the State to students. In the amouhts required 
frt iiMf^nri itmfltntionH of lilcher education of choice. , . . 

4 Provld^ that tT student repays the State the amount advanced based 
' on the student's Income after completion of the program. 

6 ProvlJes a State Interest subsidy program based on Income. 

6 I'JovIdls for full utilization of the federal student finnncin aid structure. 

7 EUmlnates the major problem for minorities and disadvantage, students^ 
Um?K their high fear of loan money and imsslble academic failure which 
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would result in finnnelnl calamity for liotli thenisolvcH niul tlioir fnmUles 
If tlie loan had to he reimld without roptinl to Ineoino. 

OutHnc of the proposed Wiscowfin ouaraniccd higher education pf^gmm . 

(1) Student ineomc contingent /^roiyram.— Under WGHEP, the State would 
establish a greatly expanded direct Ktndent air i)roKrani which would Incor- 
porate an Inct^me contingent repayniont feattire. Wisconsin residents u onid l>e 
allowed to receive ui) to a maxinnnn amount nec<»ssar.v to nun't Ktandanl living 
costs, plus tuition at the Institution of oholce, as determlniHl bv the Higher 
Edticational Aids Board. 

(2) Student financial nrorf.— Tlie sttidenfs option: (a) Itaswl on the famllyrs 
financial status as detenulned by the traditional nee<l analysis svstemr'or 
(h) Based on the student's |)ersonal financial stattjs following an emancipation 
statement signed by the student. In the case of the latter alternative, the imrent 
wotild be prohlhlte<l by Jaw from claiming the stiulent as an exenuition for 
State tax purposes. 

(3) Negotiation 6j/ j?ff<rfrn/.— The sttident who elected to partieliMite In 
WOHEP Vrotdd be refjulrecl to sign two lesal dmniments: the regidar student 
note stipulating repriyment In ten years (required for continued participation 
In the fe<ieral program) : and a second agreement between the sttnlent and the 
State which stipulates that the State will reimy the traditional note for the 
student If the sttident In t\m agrees to i)ay the State on an Income contingent 
bn.«!ls for up to 25 years or tmtll the State advance* Is reimid, whichever occtirs 
first. ^ 

, (4) Guarantee of WOHEP money rmrcrf.— As In the present direct student 
loan* program, notes would he guanintHHl 100 i)er cent by the Wisconsin Higher 
Education Corporation. Students would eontlntie to pay an Instiranot* fee of 
of 1 per cent at the time they receive ftmds tmder WOHEP. 

(5) WOHEP intercut ro/c*.— The student would pay no Interest while In 
school and a variable rate of up to either the market rate or 7 \H*r cent, 
depending on Income, after leaving school. The fe<leral government mvs 7 per 
cent Interest while the student Is In .scJiool. 

(6) WOHEP income contingent nchcduIc—TUo student'*; princliml reimv- 
meat aod the Interest would be contigent tu>on actual earnings after leaving 
school. While the ex-student's earnings are low, the Interest wotild be more 
heavily subsidized by the State and the reqtUred iK'rcentaKe of Income devoted 
to principal payment would be low. As Income rises, the State's Interest subsidy 
wotdd decline and principal payments' would Increase as a p^wntage of hi- 
eome. The Income contingent schedtile wotdd be evaluated annnallv and ap- 
propriately adjusted to reflect changes In earnings. Inflation, etc. 

The plan as.stmies that students would be expected to repav only what had 
been advanced plus Interest over a maximtun period of 2.1 vears. If their level 
of Income reumlns lo\v over the 2n year i>erlod. whatever amount renmlns due 
at that time will be forgiven by the Sfnte. 

There are a variety of Income schedules or formulns wiiich liu orimnite the 
objectives otjtIlne<l For illtistrative purpo<;es only, several such formulas are 
set forth In Technical Api)endix A. A review of the various altenmtlves sng- 
ge.'its that a number of «s.mies mtist be decided prior to :i determination of the 
flnal formula or sche«inie. These Issues Indtule: (u) Setting the repayment 
rates: (b) Selecting the appropriate Income base: (( ) netermlning the treat- 
ment of non-working sponsored) Seleptlng the maximum repavment perl ml : 
fe> Kstabllshing low-earnings protection: and (f) Thoosing lietween nmtnalizii- 
tlon of the risk or externa I subsidization. 

(7) PrcUminani coRi cHtimntes and aourrr-ji of funding. — Technical ApiK>n- 
dix B Identifies co.st centers of the proposcul WOIIKI* and poss||»le sources of 
funds nenmtive cost projections are contlncent on Imslc decisions iiivohinir 
the schedtde and extent of State imrticipation. What Technical Ai»|)endix B 
shows Is {he relative magnitude of costs and the fiscal fensibillf\ of a WOITRP 
program. 

r«) Federal partieipaiion and WOHEP dollar wff J*imi/»H/?.— Fe<lernl narticl- 
patlon Is presently limited to an annual per student maximtun of .$2.';00 an 
aggregate limit of $10,000. and a nmxlniinu repayment !>eriod of teii venrs 
WOHEP will allow advances to exceed .<2..500 and as noted earlier will extend 
the repayment i>erlod to 25 ><.irs. Assinnlng. however, that tlie federal pr/»- 
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grams wHl continue. «"nr«"'ee» nml Interest 

provided by the fwleral Rovornment '"^ '^,'^*i!'uXr WGHKI'. the exist- 
* (9) Continuation of private ^'="iZX-J^^\ M 

InB guaranteed student onn program „^;'^\7,«rt,ei,wtlUK in WGHKVpr 

the' option, at the time they '"5".'^'^ ,\1"^^ "„^^^,^^^ venr rcimyment i.la«». 
r*l«ylnic the Private lender unrti^ ocmxe.nl^^^ g „ 

a oir lKr\"Xrm!dlh.? State w..nh, re,.ny the lender on the 
Snt?.«half Sver the ten ^^^n^iST^ U'OW.-AU stu.lents who 

(10) Multiple borrowing ««f /"^'^f 'P""""J^t "^^^^ ■ 
are enrolled At the time the plan J"*° 1„„„ proRran. and who 

the i-resent dlrt;ct Starve U«n or Umy'all of their loans 

choose t« portielpate In '^"'^^"7^* ,^1.^^ <llrect or Ruaranteed 

under WGHEP. Thus. '"J"!;^!"^''^ 1^2-7^ throuRh 1074-76 and 

iTo^h^^^'lcr^^^^^^^^ ''''■^ 

would not olmnRe under the Pr W ■ ^i'^..^,"^" „ , , e re.,ulred to K>rfonn.the 
under WGHEP. however, the ms " Zden"" WGHEI' amount. Only the 
traditional noed« test fo <'^'<:" ''L,^^^^^^^^^^ u«.jorlty of students 

student's assets would >'e 0. sUlered « ^ « receive a WGHKP amount 

would Involve only " <1'^'«™* •J'V*'„s ^ i u^^ a« approved by HEAR 

aeces-sary to meet ' \"«f"f^^[^^^ the student. In this case 

;:^^^'of"lt'2o^i :?;nrrt'otd.ndrihe en-.„,clp«t.ou d..ument along 
with the WGHBl' apidhatlon. WGHEP. parents eould no lonper 

(12) AmlMng for lax ''«^f'"*«*-7""o?J,c\;,x puriH.se.s. The Hoard would 
, rlnim the student as a 

rf'"trna"nro1'lhe':tr^l*'!n "-"^ '"''^ '"^ '"'^ 

"''[^rF«r-c of prcrnt ^clrolar.Hp a^^^O^^^^^^^^^ 

of the Tuition Grant ''"K™" • «" These prograu.s 

grams would I* phaswl out over an , , " ^ ,l,e interest subsidy 

would be phnse<l out as <'«"^„,^f/' \;\'VRe.(^^^^^^^^^ problom 

Hetiefitii of WailKP ' ^ nse-of-majorlty. 

(1) The pro,K,.sal V:'V:Slnrlf atm 'm^ to' t .deut^^ fron, fMhldle income 

(2) The proiK.sal is P 'J' fl, mncla assL.tauce available to them 

fluanelnK structure nuist (lea vvm n^^^^^^ WGITKP would assure 

gria^r'^iirirthri^s^'lnrH^ P-'- '™««- 

nl)lo Ktudont debt. r-c^nurooK In the l>a»ns of stndonts. WOUKP 

.v.i?Vo^t^;r,si:r'^.^r.;:rc:r"/sr;;rt^irs«^ student, and thereby 

institutional ^v^^..«"o-; '^/-P-^^ ,iven a fall opportunity 

^.r'^^{lZ:tlo;^'n\'o^';:S'eCat?:J^ ti.e fears of costs and 

'""(T) Ti.cr;red1or existh.K State supported student Kraut pro.ran.s is sub- 
stnminlly redni'cd. 

nreas so that they could 'y' .'7''. '/.p" , ./jenj"^ needs analysis 

tec\!.!.n«rha^:\n-d5^^ 
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cmi2d"*i?i!fl!nfon1/'*"'^ ^'^mir'g lias correspondingly In-' 

masea enrollments of such students In post-s«icondary proerams mne H o 

S fh«f ^ flye years In accon.,.llshinR the goal. It haTreen strS suj 
^anf wth l8""ofZ'1.';l«^^^ relies l.eaviiro"n Sntionfl 

secondS'^^lS^oVl'r^ ^"^'^ restrict access to ..st. 

hJTnumC^n'? VI' ^^n*""'^ protection bnllt tnto tVrpro^m! an increas- 
•nrt^ t »r enrollments. Such a (leveloimient wo Id reduco 

/ TECHNICAL APPENDIX A 

Iden/lfles and l.rlefl.v de.scrlbos four varltlos that Uve^Ii^on propo.se,r " 

/PRINCIPM PAYMENT. STUDENT INTEREST. AND STATE INTEREST SUBSIDY AS PERCENT OF INCOME 

!ln percenti 

Interest 

Adjusted gross income ci..-il«. TT. r~7~ Pnncipil payment 

^ Student state subsidy as percent of cn^ime 



0 to $2.999 / « 

$3,000 to 14,999 . ^ S 7 0 

$5.oooto6.999 " ■: ? 5 0 

$7,000 to $9.999 ... i i 3 

$0,000 to $12.999 i 3 4 

$l3.000to $15.999 - I 0 5 

$16,000 to $18.999 ■ ■ ] J 6 

$19,000 plus I 0 7 

' ' ' ' ■ - ■ 7 0 8 

Under this schc(hiIo, both tho principal and intorost pavmont increases in 
come incroases. The State pays an interest subsidy which docroasns^a^^^^ 

U) closoly com^lato tho principal andnntercal porcontagos .so as to eliminaf o rfU 
tortions which may occur particularfy in the -ase of largo loan amoimts 
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Total payme.nl a« percent of income wUh Slate interest subsidy 

Ific&tneicontingent 
ftereentage 

Adjusted gross income: 0 

' 0 to $2,099 ""'"1 0 

$3,000 to $4,999 " " H 3 

,$5,000 to $6,999 4 

$7,000 to $9,999 " 5 

$10,000 to $12,999 : 6 

$13,000 to $15,999 ^ 7 

$16,000 to $18,999 8 

^ $19,000 plus 

Under this proposal, the student's advance ^d ^3^^ dS^ 

would pay that amount as interest subsidy. 

Repayment rate» which vary with total amount lorrowed 

Vomrs of AGI for repayment=0.65 percent per $1,000 advanced 

Under this formula, the rate applied to ino»me is ^ased XVe^^^o/t^mT'^r 
advanced. Such rates are generally expressed as "J^"^!™ Ii year^ 
$1,000 borrowed, making the percentage of '"^«/^°'fe ?f aTudent borrowed 
proportional to the ""»°»'''/„tCnf\vo,rtd"wrme^^ ^^^^ 
a tital^of $5,000. his total """"lP|y'"^\7°'fd''pa^ income. 
IncomeSv student who '« "<l^-""^_*.lft'?^,;^^ paid in tile event 

interest. 

Fi^ed repayment rates xQl-^OO 

^ TECHNICAL APPENDIX B 

There are three cast center. aTSf^^ed with ^^^^^^^^^ 

teed Higher Education '''""K'-a'^ ''"P""'' '"V^'.^rl''^^ a pro-, 

The capital cost of the Pl?^'''^XMtthl rfti^^ throi.gb taxes (GPR).' 
gram revenue account (PRO) and wouia ''"^ "7. ^vOHEP of 1974-75 to 

All estimates which follow ''f^^Z^f ^oT^lXS 

in-suro capturing tho full magnitude ^;„^" „„ "^^^^ requirements 

ing date is 197.5-70. Therefore assuming t^'' ' a^'>^"" ™ overstated. 

were developed are essentially J'""^^-^- l"(^'„"/t e^^^^ the program 

(1) Capital {to flnuncc atudcnt /oan») .— t-ost L.Mi<uim.« 

through 1980-81 are as follows : ^ 

1974- 75 — ■ ,163.200.000 

1975- 76 203.500.000 

1976- 77 _ 245,800.000 

1977- 78 293.100.000 

1978- 79 . 343.200.000 

1979- 80 "IIIlIIIII-l— - 439.200,000 

projections and trends indicated '"/^.f*''*™^^^^^^^ VTAE Sv.'stem «ud Eii/ht 
UW system. Full-time ^^r""^'"'', rf^o^^in ioCS-?.!.- 2) n0o/„ 

Year Survey of atuacnt Fmannal ■'^'fj^"'''"'^^^^ lo„n nmounts will 

■ {^t^illK «t"Wl'4^^"ryS 5r'itirrt%'or ..Hvate lenders 
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w i^.S fnl^"'''''"*^^. «V^' refinanced 

vilr.^n^J ft/nnt ""''^^ ^'"^r nfte\the loans are made at 25% per 

IZ^^^^t ?L " T.^^ program Will reauire public funds. Table I 

summarizes these cost estimates : \ * * 

.ff , TABLE I 




TotJl 

Student loan reHnancing 

Total....:..-.....-.... 



104. 900/000 
18.600.000 



1977-78: 

UW... .. 

Private .V... ... 

VTAE.....,.....:..^... 



203.500.000 



110. 289 
21,839 
46.100 



2.470 
2.800 
2.3?5 



Total..... 

Student loan reHnancing. 



136.200.000 
30.600,000 
54, 700.000 

221.500,000 
24.300.000 



Total. 

1978-79: 
UW...... 

Prlvate.. 
VIAE... 



245.800.000 



112.301 
20.979 
42.400 



2.965 
3.360 
2.850 



166.500.000 
35.200.000 
60.400,000 



Total 

Student loan refinancing. 



262.100.000 
31.000.000 



Total. 

1979-80: 
UW..... 
Private. , 
VTAE... 



293. 100. 000 



112.475 
20. 119 
37.200 



3. 560 
4. 030 
3.420 



Total 

Student loan refinancing. 

Total 



200.20X000 
40. 50 J. 000 
63.7CO.000 

304. 400. COO 
38.800.000 



1980-81: 

UW 

Private. 
VTAE... 



112.650 
1^259 
51.000 



.-4.270 
4.835 
4,105 



343.200.000 



240. 500, 000 
46.600.000 
104, 600.000 



Total 

Student loan refinancing^.. 

Total 



391.700.000 
47. £00.000 

439.200.000 
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' Tliese funds would Lo^l.tnined frou. one or J'l'l^i"!; 

a> from the General Fund throufih the Stnto Investment Board ; h) State Kemc- 

nentTundsrc? I™lv«te n.oney market; "n<V»),f "^f"' '"^"„'':?.^,rkK^^ 
(federal). LookiuKAt three State Retirement Funds on ,.th 



are Thrused ^sui^o t"- WG ' E^^^^ t^^^^^ State mu.i Ruar.mte^ the funds fully 
SudinK inmtment e^aming« which would nonnally contribute to the growth of 

(f)'/«/^e*f SuMdu (to ,m part of student intcrc.ya^cd «» '^Le^rare Ukelv 
rcpaument). Approxlumtely 50% of all Iwrrowers under tids proRra m are ikely 
to receive an nterest Mil)sidy sometime durinR repayment. Since n >«« ^'^'f'; 
hetSthrtlii e a loan is made and repayment. siKuificiint amounts of hiterest 
subsidy will not be 'required until 4-r, years after the start of the proRrani. In- 
terest subsidy costs are estimate<l to be as follows : 

,™ ,„ „ $050,000 

2.8)0.000 

' :::::::::::: c. 000.000 

IK :::::::::::::::::::::::::::: :\iz,Z 

ISK::::::::::::::::::::::::::::::"-^-^::"------"----^ 

These nrocram cost-* would be paid from a OPR (tax revenue) sum sufficient 
JimnmSn Spec fie OI'R requirements a«. dependent on the schedu e as 
fl ml V aCted fo^ WGHBl'. The amounts shown are intend..! to refiec.t the 

aKUitu.^^^^^ re.pilr.Hl to support « State interest subsidy I'n'Kn.".. 

Intei^'? snb'idv calculations were based on the folb.wiuK assumptions : 1 ) loniw 
nu dflT^^ me vear uiHler the program will come into repayment over a subsequent 
four vear eiim^ 2.5% "f the loans cmlUR into repayment each .v« r • 2 
o th^" &wins under the proRnnn will receive .'f'^lf^ ^'^"^^^^ 

repavment : 3) the ««-r«se annual interest subsidy "-.^^ «% . 4) /hL^lncojn^ 




rcprfiyment. 



TABLE n.-QUANTITY OF LOANS IN REPAYMENT 



"^tityctloansmade 197^-76 1976.77 1977-78 197>.79 1979.€0 19B0-I1 



1974- 75. $131,200,000 , . $32.S0O 000 M2.800.000 $32,800,000 ^J'Jg'ggJ " iio;m666 i... ^ i.:! 

1975- 76.$163.200.000.... 40.800,000 50*900 000 50 900 000 $50,900,000 

1976- 77.$203.5CO.0OO.... - - W.900.0CO ^'1^.^ 61 500 000 61.500.000 

1977- 78. $245.800. 000 oi.wu.uw 73'3oo.c00 73.300.000 

1978- 79. $293. 100. 000.... - 85.800.000 

1979- 80. $543,200,000. 

1980- 81. $439,000,000. 



Totil. 



iTiooIoOO 73.600.000 124.500.000 186.000.GC0 226.500.000 271.500.000 



Since 50% of tlK» Qtmntit.v of Loans in Uopu.vment wHI ri^iuire Intorost Mib- 
sIdiSiu ^ HI inditnt^s- tlio Quantity of Loans in Ko|myment Wl.lcli ^^ill 
RcHinire Intercut Hnbsidlwition. 

IIL-Q«a»/i/// of loarisi i» repaunient requiring inUrest subsidization 

$10,400,000 

36,800,000 

_ 02,300,000 

1977- 15 - 93,000.000 

1978- 79 113.300,000 

}Sr8?:::::::::::::::::::":::\::::::::--"--------^ 
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Having calculatCHt an approximate Quantity of Ix)anl In Re|W.viiient Rwiulrhm 
intorest Sulisidlwitlon. It Ih possible to calculate approximate Interest Subsidy 
Requirements under the program. (Table I V ) i 

TA8U IV.-INnRKT SUBSIDY REQUIREMENTS 

Quantity of loins in rfpaym«nt requir- 
ln|{nUfeJtsubsldt%«on 197$-76 197S-77 1977-78 197«-79 197M0 \s$(^\ 

^^JJilTHlS'JS-Sffi $K^).ooa mow I820.000 ;«o.ooo mo.ooo suoooo 

iJJf-Zig'gJSg i.K)o.ooo 1.800.000 1I00.000 1^100 000 irJoo'ooo 

iiio-i!ji35.ioo;ooo liSoiSoo 

tt0.000 2.620.000 5.720.000 10.420.000^16.120.000 22.920.000 

In addition to the Interest subsidy costs outlined In Table IV. tlierv will Ikj 
iJll'i'^-fi ^^Jlio^J, ^^^^ associated with the State student loans made during 
i»7WJ--1073-74 which will come under the program's liicome contingent repay- 
ment schedule. Baswl on prior assumptions and using the methodology followed 
In Tables II-I V, these Interest subsidy costs areas follows : 

i 

Tablk \.— Interest subsidy requirements on i07l'-7S-^i07S'74 student loans 

lllirll - 280,000 

^ ^ 280,000 

Tablk Vl-r-roto/ interest subsidy costs 

- $950,000 

llltll - 2,850,000 

SZSIrS 10,700,000 

Xlrg? — - 10,400,000 

r. 23,200,000 

Since capital for the Wisconsin Guarantee*! Higher I':<lucatlon rrognim will 
probably come from trust funds, this program must guarantin? an annual Interest 
rate on trust fund monies e<|ual to the anmml rate of inten?st which w-onld have 
l>een earned on alternative tnist fnnd Investments. 

(3) Principal Huhnldy (to pay the principal for humncvrA irhonc incomes arc 
tnnitinoicnt to meet repayment ohUgationjt over the 23 j/r<i- t'epaytiient period) — 
Bstlmating tli^t the principal subsidy requlnxl nUder the program will |»e 4% of 
all loans made, the annual principal subsidy Is projected to h<* ns follows : 

jSIHI 988.000 

iU77-7« 812,000 

1078-70 , 1 OAO (lAA 

i97iM^) i.izi:::::::: iIcto'ooo 

1080-81 - IIII 2!22o!o00 

These prograTii costs would ,mid from a GPR (tax revenue) sum sufficient 
appropriation. 

Estimating that the prineipnl subsidy rt»qnlred under the program will Ik» 
of all loans imide, the numml cumulative subsidy Is proJec»ted to he as ^howii in 
Table VII, { 
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UBU VII 



Loans 



frincipti 



Annual cost over 
25 yiirs 



Cumulativt 
principal 
subsidy * 



,„-7e $131,200,000 

{JIHi ' . 203.500.000 

gts-jg 

K:::::::::::::::::::::: ::"' - 343:200:000 



439.200.000 



$5,200,000 " 
6.500.000 
£.l()0.000 
9.100.000 
11.724. 000 
13.700.000 
17.600.000 



1201.000 . 
260.000 
324.000 
392.000 
470.000 
54S.000 
704.000 



$20t,000 
468.000 
792.000 
1. 114.000 
1.654.000 
2.202.200 



1 Loans madt in I ytar »rt akolatad In cumulatiw principal subsidy becinninc In tho Wlowine yt ir. 

Kble Vll these priiicipul subsidy cosUare as follows : 
1 ABLh ij^^^^^^ Cumulative pnncipai Buhzxdy » 

$10,000 

197&-76 20,000 

1976- 77 - : 20,600 

1977- 78 - 24,600 

1978- 79 24,600 

1979- 80 " 24,600 

1980- 81 c- — " 

, 1^ ^'mlng'lnw «p.y.n.nt 1.. I y..r .ro c^cuUt«l In cumuUUvc princlp^ subsidy b^nnln. In 
the (oUowinc yf«r. 

Ta»lb IX.— ToMI prtncjpal zuhiddy costs 

S218, 000 

1975-76 : . 488,000 

1970-77 812,600 

1977t78 ■ . 1,208,600 

1978- 79 _ 1,678,600 

1979- 80 . 2.226,600 

1980- 81 




costs assDcinted with the iiitwst suhslily. 

Mr Stfiofr Thank vou. Mr. Olmirmnn. . . 

I am^atcf .1 for vm.r hospitality- "nd wiirmfrness to let me ]om 
the sXSiuttce this mom infr. The mattor you have u;.der ooiisKlera- 

o» nTS approad^ that W outlined by Jim .lunjr .ina ).ck Jo u.s- 
ton andthe stliff has, to say the least, c-rcatcd 

Wisconsin and elsewhere, and T am most espcciariy pleased that Jim 
is here this morniiip to }iive us this testimony. 
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I wonder if I could go to the student representative for several 
questions. . 

^S^aIJI!^^^ u"!''^??'^ studeut' population played in the 

consideration by the Higher Edtication Aids Board ii) Sv?s-onsiu of 
this proposal ? ^ 

Ms. Maciejewski. For the past 2 years a propo^l of this nature 
has been under discussion in Wisconsin. In all the steps from initia- 
tion to the final proposals, students have been actively involved.This 
includes students not only from the University of W'iscoiisin system, 
but also students representing private colleges and iiniversities in the 
^tate and also students jrepresent ing the State's vocational and tech- 
nical institutions. \ 

So, stndents have been actively involved in everv step of the Wis- 
consin guaranteed higher education plan. ' • 

Mr. Stooer. The reaction at this point from those with whom you 
have \yorked has been what? • 

Ms. MAcrejEwsKi. Most students feoJ that this plan is very desir- 
able for two major reasons. 

First, it rccopiizes the age of majority that many States are now 
adopting. An increasing? number of students now feel it is* their 
responsibility, and not tlieir,^parciits' responsibility to finance post- 
sccondapy education. - ^ * ' 

However/ under the^ present system, because of the Federal rule 
regarding emancipationva student must go for up to 2 years without 
either parental or GovfernmiBntal support in order to l)ecome emanci- 
pated. Most students cannot afford' to do this. 

The present system' encourages and necessitates that students who 
are adult by State law remain children for educational purposes. 
.Secondly, the program iwogn^ the reality of the unmanage- 
ability of student debt. With increasing: iniml)ers of students borrow- 
ing increasing amounts of dollars, with the increasing inultiplc-.<!ource 
borrowers, and also the unemployment and underemployment of col- 
lege graduates it is unrealistic to e.xpect students to pay on a strict' 
romnrment schedule that has no connection to ability to pay. 

The income contingent feature is therefore, most 'attractive to stu- 
dents. 

Mr. Steioer. What is the default rate at this point on the Wisconsin 
program ? 

Mr. JoiiN'STON. We have two programs iu Wisconsin. We have a 
direct student loan program where the State is essentially the lender. 
In that program ourrTefault rate on matured pa|>er i<5 2.3 percent. In 
our guaranteed State loan program with participating londei-s wc 
have two rates, one based on default of dollars, which is 2.0. the 
other based on percent of borrowei^s. which is 1.7. 

Mr. Juvo. May I comment. Congressman Steiger? 

That is hard data, very hard data. 

Mi% Stciokr. The Higher Education Aids Board, as I understand 
► how they have handled this, have .<yiid in principle, we like the con- 
cept that you have outlines! this morning. 

Can you tell mo what that moans? 

Secondly, would von Im willing to share with the corpmittee the 
reaction from the higher education comnumitv in Wisconsin as. a 
who^l^j^th IS concept? 
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Mr. . JxjNO. Therfe are many details that were not a part of the 
proposal, JTnd that was intentional. The judgment was "[lade that tje 
board ought to consider the reasons for such a proiK)sal, the basis, and 
the assumptions on whieh 'such a proposal won d be based, rather 
than focusing on particular details, about which there might be sub- • 

^^fitlvtTS*could be agreement achieved^as to the rea.sc^s . 
and to the general direction, then it would not be necessary to go 
throuch the process of rediscovering the wjieel at ev-ery meeting - 
The reaction has been mixed. S6me of the other h'«her education 
agencies have expressed a concern that this kind of plan ""ght make . 
it easier to raise tuition in the public schools. There were f ee mg^ 
expressed that this sort of plan would abrogate the State's traditional 
responsibility of providing aid to educate the younger generation. 
" This has been the initial response, however. 

I think as more and m'ore understand what the situation is, the 
discussion has changed. For example, many of t.ie critics were not 
aware that 6-3 percent of all aid Wisconsin provides to students 
other than tuition subsidy is in the form of loans, conventional loans. 
As these facts about the existing .situation are coming to the fore. 
- some of the more hostile responses have become a bit muted. 1 think 
that over time a serious discussion might ensue.- . 

Mr. Steioer. Wiat you are suggesting to tins subcommittee is an 
effort to do what? To trv in effect to autlioiizc the Commissioner of 
Education to work out an arrangement with a State which would do 

^^Mr' .Tuxo. Which would allow the State to operate a joint State- 
Federal program similar to what I have outlined in my testimony. 
It would be enabling legislation which would set the guidelines, and 
paranietei-s which- a State would have to meet. .„i 
But then it would be up to OE and the State to negotiate, and 
complete a State plan and also to provide some form of congressional 

"^Mr!^ Stkioer. Tn effect, then, you would what, want to do away 
with the needs analysis altogether? 

Mr Juno No. Tf a student has a million dollai-s worth of stock 
in the student "s own name, that student could not participate under 
this program. But the needs analysis would be greatly simplified and 
.would only consider that stuHents resources. ' • , ,^„,.^, 

^r^. Stkic.f.i!. So that von would not continue to have the spectre 
lhat we now do. of pafental difficulty in- dealing with what their 
income is or what the farm asset is? , , -, „i„ 

Mr .Ti-Nc Tliat is correct. If restores a more normal family re'y 
tionship. riesunml)lv families will continue to give money to their 
adult students, but they would not d« it by order of a computer 
Tliey would do it because they would want to and in the^mount they 

would want to. . ^ . , , i.i t^w 

Mr Stkiofr Explicit within an arrangement between the UHice 

of Education' would be a provision for the Federal Government 

recognizing the progressive tax concept after departure from school. 
Mr. Juno. Correct.- . , , - i i i - 1 

Mr. Steioer. You would also do away with the mschool subsuU. 

that would have to be arrangpd? 
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Mr. Juno. Yes. 

• Mr, Steioer. Would you do away with for<rivoness for teaching 
m rural areas or whatever we now forfrive^ . 
Mr. Juno. Yes. • 

Mr. Stotoer. You would also provide some money for and after 
tioJ? ^" ^' matching provision, phis State administra- 

Mr. Jtj^o. Correct. 

Mr. SmoER. Plus anythin<r further? 

Mr. Juno. Plus the Federal guarantee on principal. 

Mr. bTp.TGER. Federal pruarantee on principal? 

Mr. Juno. Which would come into plav at the'end of 25 vears. 

Mr. bTEiOER. Mr. Chairman, I will take no more time, and T may 
come back, if I can. ' . 

J would only by way of comment say to both the chairman and the 
ranking member who has the responsibility and obli^ration for what 
wllJ ^'at^vely quicklv m this field, that T have watched what the 
Higher Education Aids Board m Wisconsin has done. As vou miffht 
expect, T have tried to keep in fairly close touch with Jim Junu on 
what is being proposed. • 
^ On balance; I think what Wisconsin has presented this momin<r 
is an incredibly thoughtful, welKworth-pvirsuing idea. I think the 
rationale that they used both in terms of the problem^ of the age of 
majority and m terms of the regressive nature of the present program 
IS absolutely essential. * ^ 

While I recognize that this fundamental redirection of the student 
aid program, which is what this is all about, is not without its 
problems or questions, the approach that Jim is suggesting for us 
to hnd a way to authorize the start of an effort between the Office 
of Education and a State, if they so desire, ought to be followed 

1 thing you oucht to tr>- to work something out that would en- 
courage not lust Wisconsin but other States that might be interested ^ 

Mr. O'Hara. T want to assure mv friend from Wisconsin* who ha<? 
made a ^rreat contribution to the considerations undertaken h\ this 
subcommittee, even though he is not a member of this suhconiiuittee, 
that we do not intend to ignore these recommendations from the 
Wisconsin student aid authorities. 

As a matter of fact, T consider them interestiiiir and challen^riu'' 
and with a number of notalle features that T think might wiA] He 
incorporated m our guaranteed student loan program. - 

8o, T will assure the n^entlemnn from Wisconsiu that we are <roiu<r 
to jrive these full consideration. 

•Also, the Office of Education recommeudations are verv interestiiH'. 

I thank the gentleman from Wisconsin for coming over today. "l 
hope that we can get into further discussion of this as we go forward 

Mr. Stf.toer. T will look forward to il. 

Mr. O^FTara. Does the gentleman from Oreirou liave anv questions^ 

Mr. DELLKMurK. Thank yoti wry rnucli, Mi. Chairman. 

1 do appreciate the testimony and thank all thr-ee of von for 

commfr. There is a distance and an expense nnd Effort involnnl W(» 

appreciate the contribution that all of that entails. 
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Mr. JuxG. Thiink you. , , 

Mr. Deli,enback. \ think the comments yon have m.ulc iiboiit the 
18-year,-old majority and the impact that is going to have is just 
absolutely fundamental. . , -„ , , 

I don't think that in most State programs and Federal programs . 
they have come to grips with it. We have not faced what it is reall} 
going to mean in the whole area of needs test. ^ „i. 

It will raise constitutional questions, It will raise sonie very tough v 
questions thatgo across the board. I think your looking at that as 
J base for fe^n-g^that something should be done 'V^'^^"wUn ' , 
T ask the following questions of my good friend from W sconsin. i 
I don't think this need to be said to you. hut the point the chairman 
has.miide to Mr. Steiger is absolutely sound; 
tremelv valuable member of tlie full committee, helpful to this bub- 
conimittee as well as to other inembei'S of the full coininittce, I hope 
tliis mc'sage is broadcast throughout the State. 
Mr JrKG. We include him as one of our own. , , , 

Mr nFU.KNU.sc K. Tn dealing with the educational amor.dments, Jie 
was a conferee, so he can't wash his hands of what is wrong anyniorb 
tlian anybody else can fail to give him a claim for what is really 

•rood in those amendments. lo <^„.f 

He was asking a question about the elimination of the needs re!,t. 
Your comment was negative, sr.ying it does not eliminate the needs 
test. For practical purposes, doesirt it really eliminate the needs test < 
^-^Ir Juvo. Yes. it does. . , ,11 

Mr. DKLLKxn.scK. You liave just a liandful of stijdents who really 

would not^ / . 

Mr. Jung, That is corrpot. 

Mr T)F.i,i-FNP..vrK. Under the circumstances, would it not be ]iist, as 
simple to eliminate the needs test? You leave it there and they have 
to through a paperwork sliullle on ever> applicant. 09 percent of 
whom arc not going to «how any near capacity to carry tlieniselves. 

Mr .Ti ng If 1 gave the impression T was talking about conven- 
tional needs ana/>-.iH for just students J was in V->-">\T^„;:;;'»l'l "P 
to each State to set the procedure wiureb/ at least there %sould be 
[m Administrative ..ystem' to identify t5K«- few students that have 
substantial assets in thi-iv own name. . 

Mr DFiiKN-n.scK. TTuder those .ircsiiustances, since theie i.s no 
suiisidv under your luoposal and since there is going to ho no 
diflicultv in repayment with those who would otherwise .say they 
don't -object, for practical pui pose.s could n ( « c ju-t as well wipe the 
needs test out? 

. Mr! DKiLxitu K. Tt would not make any material difTerence in 

what vou ''propob'i? to us ? 
Mr.'.Ii'NG. Not at all. . , 

Mr. DFiLLEMs.snv. ITiuler the Wisconsin program as such, are you 

/'Jigible to pai-ticipate in Sallie ^fae? . 

^i'' JiTN'o. Yes, , i.\ 1 • 

^Ir.'DKi,LKNiurK. Tt \< my czues. you aro. 1 wsmt to hrsuro thiit is 

^h, JrX'i. Wo are. 
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Mr. DEixKNftACK. 80 that particular sii^rpestion, which was oufc of 
your proposals, about ^rettin^r into Sallio Mao as an iniportantf part 
'of the program is already a fact. Wc don't havo to worry U)out 
modifying the law. You are already covered so we have not blocked' 
• you under the Wisconsin program from participating in Sallie Hie? 

Mr. Juj^o. That is riglit. 

Mn Steiokh. If you will yield, John, the point that is made in 
Jim*s point Np. 3 is the tapping of the trust fund, ntunber one. 
Sccondlv, the use. of Sallie Mae for capital resources. 
r Mr. Dellknback. My question only wc^nt to tno second facet. 
' Mr. SxEiOKn. Is it possible now in Wisconsin for you as a State 
agency,* after we finally got that changed, that vou can, in fact, 
participate through Sallie Mae? 

Mr. Juno. Yes. 

Mr. Df.lw:\back. T was not talking about the guaranteed facet. T 
was talking about the second facet, and T wantecl to make sure the 
road was open from our end. 

Mr. St>uokr. Itrdid not used to be. 

Mr. Juno. Correct. 

Mr. Dkixkn-back. 'Wlien yon come to the matter of progressive late 
of repayment— and T prefer that phraseology (0 "progressively tax 
future income stream.s"— yon are not really tallcing about a tax. 
Rather, you are talking about an agreement whereby the rei)ayment 
would be predicated upon capacity to repav. 

Do you have any additional information included in your figures 
as to possible rates? How much would it var\ { What might a student 
l)e expected to repay and do you have a rough estimate of the low 
and thft high end? 

Mr. JoiiN.^vroN. We have in the appendix 

Mr. Dki.lkxback. T don't moan the whole coverage, hut can you 
give us a rough handle? 

Mr. Johnston. Wo have in the appendix a full paper which notes 
that a number of specific elements would ha\e to be determined before 
a' formula was decided upon. There have been .several national discus- 
sions of income contingent loans, so the intellertnal backu[) is already 
there. It woald be a matter of picking out an appropriate formula. 

Mr. Dkixkxrack. Are yon talking about a 1 percent repayment 
schedule or 10 percent repayment schedule? 

Mr. Jrxo. We have several examples ranging from r> to S percent. 

Mr. DKr.LKNHArK. Of net taxable income? 

Mr. Juno. That is correct. 

Mr. Dnr-LKKnArK. Have you examined in depth the Yale experienr-* 
in this regard? Is there any connnent ynu vmUl make? T understood 
that Yale T'^nivei'sity imdei-took somethin<r along thi.s particular line, 
and unless T miss my recollection in this, the\ have hacked awav 
from it. 

T don't know whether it was from shortage of a\aila!de capital, or 
an experience that is not desiralde so far as |)ayments are concerned. 

Mr. JoTivsTox. First. Yale has not had a great (h^al of e.\|^erience 
with repayment. 

One of the reasons they l)aclced away was that the plan was so 
popidar. The capital demands were increased at such a .significant 
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rate that they didn't have, the capital to make the program available 
to all students who wanted to participate ni it. 

Mr. Dellenback. So, in going forward with your own plan, you 
have not been able to lean very heavily on the ^ule e.xpericnce or 
experiment.? Arc tbero any others who have shown the foresight that 
you and Yale have shown? . „ • 

As a graduate of the class of 1940 I am naturally curious. 
Mr Jon??STOX. There arc other institutions that arc experimenting 
with 'the idea, Yale, Harvard, Pennsylvania. There arc also other 
States that arc looking at this type of plan. * u . „nt ' 

Minnesota, for example, has enabling legislation that it has not, 
implemented for income contingent repayment, . • 
• Mr DEM.ENBACK. Mav I just say that 1 find much that is provoca- 
tive in this, T am intrigued bv not only the substance of what you 
.suggest, but also your emphasis on acting now— feeling t lat yesterday 
is already too late, and we should be moving immediately. 

As It corollary to that, you say to us then, if we don't act now, it 
' is better not to act ? , 

Mr. JtiNO. Oh, no, I think any action is positive. - t • * 

Mr Dellenback. I an; not delilierately preaching delay : 1 ]ust 
didn't know whether the emphasis was the .school year emphasis so 
that if we don't do it immediately we will have lost the initiative for 
the vear. Were vou trying to eini)liasizc something Me that or not; 

Afr JtjNO. It "would seem that the fiscdl problemsl underlying this 
whole program are such that if the committee or Oongrcjs were to 
wait 2 years, tliev might be of such n magnitude that alternatives 
like the one being suggested here would no longer be feasible. It 
defaults continue to sharplv increase, the fiscal shock at both the 
Federal and at the State levels might prompt some injudicious ac ion. 

Mr Dku-kn-back. Do I understand correctly when you talk about 
vour five basic features that you feel ought to lie in there, the first 
point is the progressivitv of an income contingent repayment— 1 
understand that one. When you talk of the second one. of the interest 
.subsidy program during repayment, do I uiidci-stand correctly you 
arc not talking about un interest subsidy for evoi70iie? 

You would, I as.sume. have a pat^tern that, if a student were to 
repay X dollars on the income contingent basis, the first application 
of tlie repayment would be to pay interest; if the studont were paying 
enough to rover the interest, it would not be subsidized, it would be 
covered? Tt is more iiii interest guai-aut/>e subsidy for the deficiency 
lietwoen the normal rate of repayment and interest for that Period; 

Mr JiJNfl That is correct. The provisions outline specifically that 
at lea.st 20 percent of what any .student would repay in any 1 year 
. would go to reduce principal, the balance would go to interest. 

Air Dfi-i-ekrack. If there were not enough of a balance to pay the 
interest for that vear, then in effect that is an application of a needs 
test, and in that situation the subsidy takes over? 
Mr. JiTNfl, Exactly. . . 

Mr Dem-enrack. There are other things that will come as we pro- 
gressively .study this. I have found this very lielpfu . T ]oin with my 
colleague from" Wisconsin and the Chairman in thanking you for 
"ivinir us a very valuable statement. 
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Thank you, Mr. Chairman. , " 

Mn O'Hara. Mr. Jung, you recognize, of course, that' your pro- 
posals would involve pretty complete reopening of the program just 
as the proposals of the Olfice of Education would. Do you think it 
would be^advisable for us to hear from some of the other interested 
parties before we take any such action, the student aid officers, the 
State guarantee agency, the private .guarantee agencies, the bankers? 

Mr. Juno. What T am specifically suggesting, Mr. Chairman, is 
that a provision b» put into the program which would allow States 
to do this. 

Of course, if it were contemplated that this would become the 
program, then all these groups would have to be consulted. 

I am simply urging that the committee consider putting in an 
option. If there are States tjiat may want to move in that direction, . 
the Congress could get some hard data after several years as to the 
advisability of extending it further based on the experience of those 
States that would do it. I am simply asking for more freedom. 

Mr. O'Hara. In that regard ydu propose a rather limited sort of 
freedom. It is a freedom to do certain thingsf 

Don't you think that before we frrant freedom to do certain things 
we ought to check with the other State guaranty agencies to find out 
if they whnt freedom to do those things or maybe some other things? 

Mr. JuKo. Yes, if the committee, would like to consider provi'ding a 
whole area of freedom for everyone, that is fine. Under the proposal 
I am suggesting it calls for a very substantial State role. It would 
seem that the peopFe to consult would not be financial aid officers, et 
cetera, but ratner governors. State legislators, to see what kind of 
freedom they want. 

It would seem from my very limited and parochial background 
that all too often the recommendationa'of bueraucrats in the States 
are the ones that Congress listens to rather than those in the States 
hat have the responsibility to make the decisions. 

Mr. O'Hara. If the committee were to decide, perhaps mistakenly, 
that it could not move on proposals of this .sort^in time for the coming 
school year, would you favor leaving the program as it is for the 
next school year? 

Mr. Juxo. No. 

Mr. O'Hara. Would yon favor lefirislation of the sort we have been 
discussing this morning, if we decide that we can't inove this concept 
that you have presented ? 

Mr. Juno. I think I share the concerns about tlie kinds of restric- 
tiveness that the present law imposes on States ^and private lenders 
and financial aid officers. I also recognize, ftoweven the flexibility of 
the present law that has not been used. That restriction is really 
artificial but it is perceived as real. I imagine a perceived problem 
that becomes a significant problem which docs in fact liurt students, 
has^to be dealt with. 

Mr. O'Hara. You .see, our problem is, and the reason for the 
prccipitousness of these hearings, and they have been precipitous, is 
that" we arc confronted with a Senate amendment to a House bill and 
we are goi* y to have to in some way come to terms with the Senate 
on that Senate amendment. It was mv feeling that it would be 
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advisable for us to look into the merits of the Senate amendment and 
perhaps an alternative proposal so that when we go \a conference < 
with the Senate we are in a position to discuss the matter on a v 

™lTm ne^sure of what else we could do in a conference. You have 
a parliamentary problem. While it is not so that we are limited to 
the terms of the Senate amendment, or something between that and 
nothing, that is not exactly the parliamentary case, certainly if we 
chose 5) do something other ^han simply reject the Senate amend- 
ment there are some options open to us. I am not sure that m a 
parliamentary sense the options open to us are as broad as some ot 
the suggestions that have been made. So, a lot depends on how strong 
the Senate would feel about their amendments as we went through 
a conference, what sort of assurances one could get for prompt con- 
sideration of other changes if that change were adopted, and so fortli 
and so on. *. , ' 

I just want you to be aware of some of the problems that we 

■^°Mr?DELLENBACK. I dou't mean to bring the witness in ot^hei* than 
as a pillar around which we have committee discussions on this point. 
We are not asking you to make decisions on parliamentary procedures 
in the Congress. But, on the point to which you have ]ust testihed, 
I note that in your testimony you deliberately talk of the very great 
importance of talking about the vchole loan program as part of a 

^' YaT'say to totttlly separate discussion from the broader issues is to 
guarantee a distorted result. I say to you that that is both, in this 
instance, a substantive point and a procedural point, in niy opinion. 

This goes to what the chairman- is talking about. The chairman 
and I are both reaching for a desirable goal. We are a little bit con- 
cerned at the moment about the mechanics. If we, m the procedure 
which is now available to us. take a given step that is substantive m 
nature, you say it would guarantee a distorted result, and proce- 
durally we may block further remodeling of the program. That is 
what worries me more than the specific instance of the moment 1 
want to see a much broader goal of the program and therefore rather 
than to iust let your words— as you just gave them in response to the 
chairmavi's questions-stand alone, T. quote back to you your ow-n 
lanffiia ^e which was the thrust of your initial testimony, and say to 
you that some of us feel that is directly involved m the mechanistic 
.situation in which we find ourselves. 

ihx. Juxo. May T comment? 

Mr. O'Hara. Go ahead. . , ^ w, u 

Mr. JuKc.. T stund bv my words. That is w hv I urged the subcom- 
mittee to consider this verv small piece of cnnbling h-fiislation so that 
there is some positive action in motion in oadei- that the very serious 
problems of this program as they relate to the arger issues of student 
financing aren't lost, that something else is done besides putting a 
band aid on an arterial cut. , , , , • t • i i,„,i 

Mr O'Hara. I will simplv concluded by saying I wish we had 
done that in 107-2 instciul of letting somebody's red Corvette get in 
our eyes when we made a rather precipitous change in the system 
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without considering some of the ramifications of it. J agree with 
your' philosophy that one ought not to tinker with things that are 
^blished and working well. When we have introduced a new 
feature into the program that is working badly, I think it is worth 
considering going back to the system that was working well before 
we consider your full range of changes. 

That is something we will have to discuss next week. I am hoping 
we can have a subcommittee meeting on Tuesday morning at which 
we can discuss this bill, and decide what our response will be. The 
Chair will be giving notices of that meeting right after we conclude 
tod^. 

We thank you again, Mr. Jung^^ for coming before us. We have 
enjoyed hearing from you. We look forward to working with you on 
this program. 

Mr. Juno. Thank you, Mr. Chaiman. 

Mr. Dbllenback. Just for the record, let me allude to a concern I 
nave at the moment, and that deals with the nature of these hearings 
over these last 3 days. The cooperation with the Chair has really been 
something that I so much appreciate, and it has been so good that 
I don't intend to say anything in the record about the concern but 
merely to say I think this is a thing we also can discuss informally 
between us. 

I want to go on the record as commending the chairman and ex- 
pressing the minority's appreciation for what I think has been 
exemplary cooperation in almost everything he 1ms done. We have 
had a very good relationship. I am sorry if any sort of confusion 
has arisen over the last couple of days. 

Mr. O^Hara. Fine. Thank you very much. 

Mr. Juno. Thank you. 

Mr. O'Hara. The committee will new stand in adjournment, to 
meet again on Tnesdivy morning. 

[Whereupon, at 12:30 p.m., the subcommittee was recessed, to re- 
convene at 10 a.m., Tuesday, Feb. 26, 1974.] 
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HIGHER EDUCATION LOAN PROGRAMS 

TUE^AY. JEBBTJA^Y 26, 1974 ' 

OF THE CoMMrrrEE ON Ed^cation^an^.^^^^^ 

Kf- » «>>4. r^rdifeiia toward assuring tU students mil 
K^lslo^^uSSSicoud.^^^^^^^^^ the. pro- 

There have been a mimber 1^ with representatives 

Ja s amonp members of ^^f. S^^frepresentativ^^^^ of groups 
-Khe U.S. -Office of EcW^^^^^^ finrncial-communities who 
and organizations in the ertuwu ' ^ „g 

have ble ndeeply concenied y't^^^^at some accommodations with 
We have tried very bard to arrive ji^ely siiccssful. 

£„\»SSt1WS"£ —d as ..d and opeo^o 
amendment at this point. 

tH.K. 12523. 93. Con«.. 2« -'1 
rtssuro thrtt >*turtoutj other purpo»e«» . . . r7ni«€(I 

sentence of P"'"^'^. ' nrnended to rend ns not confe the total 

Education Act ^^'"'o oOO the amount of such "cd $2,000 In any 

Conimissionor). nnd Uie scmit- 
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total amS S^Vh/MSit'sL'Sa «n7.1!"i.*" '^'^ would cause the 
a stifin^^'S the student has be«"rcm.t^ft,;^: «"8lb'e Institu- 

ft^m '^1™'''^?'"* ^' <»' this UtIeTthe am„^?"i^*T'" Ed"caUon nnd« 

'^.Af »•* «... 

.droMfcrtly income .f&SS£' " '.""ns a„ 

, As a pmct cal matter IftnHArl L rfl^^'^^^ve intent, 
^nefit Joans in T^n^^ln^ exZ'Tf\Sr 

traditional needs analysis operX vlrv Lft* ^^e way 

amount W^s zero, or very/ven smaH A ^^''t recommendeH 

their fa.. 1. Have felt tJey ^eTe^^St;^^^^^^^^^ ■ 

exceptionsJ imenamonts, with some adjustments and 

four, mean i a taxable income „f JiStS "'Z''- ^"^ " '"milv of 
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So those arc the changes as prop««ed m the^ll. ^ gj^o^jia 

Now there has been some discussion as fo wliat the amounte snoum 
bef whether we should be talking of family adjusted income of $15,000 

rr'$XoO0, and there has ^ri f>meJ'scn^'Z foo 
justed amount of the loan should be $2,000 or $1,J00- 

The Chair will recognize the gentleman f rom Indiana. 

Mr BiwDEMAS One aspect of the problem is addressed by the 
aml'dSt'ori^nal^^^^^^^ by the J^T^ *S^^^^^ 
fixing $20,000 as the adjusted family income anu 92,0W M Uie iim^ 
on the amount of money. It seems to me, speaking as a cosponsor fro 
the jjSZn's amendment, that this was a sensible amendment 
ri?ef thV^ery sub^antial rise in the cost of living the P?^,.^JJ 
f^l It wouldn't be a good idea to retain the P/^f ^8"^ J'fS* 
of the inflationary problem and in light of what I am t«W « 
fact, namefy, that tL average loan now made, the average loan, to 

"Slhittftti'e case, M?. Chkirman. that indica^^ ^rulTfea^if 
considerable number of loans made above that and I would ^r, n 
consmerauio Smire of $1,500, We would only be instigating, 

lamnotsurethatha^isepoh^^^ ^ ^^^^ 

n^i'ttS^:: £t rsidS ^L^J^Zt we w^t to encm-ge the ban^ 

ice^.^ ^ rstrnd^t^s » 

SalTr&zationf in order to co-sel stud^te on^ much 
money they ought to be Jjy rom th^ r .mvn ^.^^.^^ 

wl7cSbt«^:s .£t tals^^^^^^^^^^^ lender, then subsejue^Uy, 

if he wants to make that information available to the institution, 

*'?ioXiike7he idea of intruding tl. financial aid office into the 
t?mVwl KrVontsS informal arrangement 

another sheet of carbon paper. 
I think vou, Mr. Chairman. T.,^ionn 
Mr O'ltAHA. I thank the gentlenwn from Indiana. 
I recognize the gentleman from Oregon. 
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iTlM^I^i^ " conference. As you know, the conferees were nS 

ThJiiTf t^^*"'"*^-^'"" ^« t*^'^ particular step. 
Ihere has been some difference of opinion since we enacted flm 

wJ5ftri°.3n/to^^ conformity ^ith what the confe^ 

«»S*fKf w strongly tlmt the Office of Education has done 
fS ffcv ^.^i^'^'^r legislation, and otheK 

fn J r-*-.^" 'i^^'*'"" that, there is divided Son S 

to whether what is m existence is .working well ^ 

verv^stXlvT^n'lf'if*^ from some States where they feel 

1.7/ *• enrollments is direct y traceable to wlmt 

j'e''® the way of the needs test below $lT(WO On the 
other hand, we have correspondente stating there was a temwrarv 
sinking which has now been corrected. The figures for mosTSS 
months are alx,ve. what they were. The argum^nf made ^wmTe2^ 

sSL'^?"^'^ " "'"S^^ through the valley of t1^ 

shadow; the change in law is now getting out and the p^ole a^ 

way of either the Pell or O'Hara amendmeai. 

So I see a complicated situation with an opportunity before us to 
do something to correct it. We have to be aware of alf fS of tl e 
issue so that we don't find ourselves, in attempting to coShe l.S 
moving to somcthin/r that is worse. i^re t rne law. 

I Stee the mechanics of the issue as a serious part of what we do I 
tJiink there IS confusion out in the field as to what the. law was and 
fias been. Students are confused; lenders are confused. The net re- 
sult IS we hnd ourselve.s not only with theoretical, socfelogical mies- 
"ons, but we find oureelve.s with mechnical problems. We have to be 
very careful to giiard against taking a step which will cause more 
mechanical confusion such that students and their families come out 



thin^Je'migM^^^^ ^''"^ -ri"'- 

J <^hairman. T Vould like to offer for the consideration of mv 

S fi"'''r''r ^''Tu^-.J ^^""'^^ 1>'-"P"«''- ^^'^ "re not dealing 
witli the ly<liiigs-l',.|| situation, tliiit wo npicnd U.K. IOjWJ to .ro 

from the $20.00()/$2.000 to the $15.000/$! .»00 formula. " 

I'nKP 1 iK-KinniiiK with line 6. strlko out evcr.v»ilng down thronrti vaee line 6 
and InsiTt in lieu Hiorenf ti,p followlnB : 

jl) loss thnn $15,000. tho nmoiint of such loan would not cause the total 
mnou.t of thP student's loans under this part to exceed $!.."(» iS a ^ academ?c 

nnd Z IiU?'ieT'T. [T reRUlntions of the CommisXer)! 

and the elifrthle Institution at which he has heeJi accepted for enrollmenf (or 
" ^'i'l'"^ "»t«'"'I'nc such an institution, at which he is- in 

^ , n «"<•'• institution) has provided the lender wi h 

-.1 slatPm..nt which .ets forth the estinrntwl co.t of i.is attendance atVuch InsHtu- 
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„o„ (Which, for p:.nK.HeH ot this I'-aKT..*. m^^^^^^^^^^ • 
loan 18 sought, the tuition and t^es appH^bl^ « aSrSXS Ir^^itatlm 
estimate «f other expensej reasonably 'f»«*««'"S^"S: reasonable commut- 

rrL^"K"n^.s"?M -^^^^^ SlL-rsiruf int. or loan 

"iKTlWs 7 ana 11. Btrike out;$20.000" and «»^'f,«J'J.g^^^^ 

2. line 9. strike out "$2,000" «"? '•»*/^Vor428 oT^uch InsertlnB 
Sett sTl-araKrapl. (1) of Act shall be 

lK.f«re the second sentence thereof: ^"^'"^ '"j^^ fl^inclal situation of a 

Mv Dki I KNiucK. Now. vou can make all sorts of plnlosoP^'''^ " 

fill' 0, includin^r the argument ,uy colloafruo ^ V'";. ' f^rn To 
, m U- Ypt, I tlVink tho situation w-ould l)e improM'd if *m. turn to 

" onaiuL' institution.s and jro back to where wo wore. 

^Jcond that, we add to the hill substantially tins InnP'nf^-/^^'"^ 
in^ror iny otLr «A shall construed to P'-"l''^>'\" ^"J^''^*™'^. 

"Twanr."- m.te i.. clcnr in the l.ns.ap. "( the bill th-t to™ is 
loans, and so forth, nns , miffht l>c the means by 

^^sSs^. ;StS'}^=ri^= 'in 'ol'r. 

'"Snil!?" tafir».no..n. of .1,. Innn which c« he mnde .ith- 
""'VSf,^'^1n»"rt*tIlW i" "ill ^.hich wnnld 

evnluntlnK tl.o total ni.n..H:.l ''it m m of a . t 1. ^^^^ ^^ 

^C'n ri;:;":/:^:? - int-ilt":..:;"... .•onnsom. .ItU ros.K.t .0 

the* (Inllrtr amount (►f any smU loan. 
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if J I'L*"]^* • amendments orie at a time. i 

r^^l hlt^hZ^t^h^^^ those »'"end- 

and that is mronly^fii S^^^ fientJeman's question, 

*)mething now! "mmediJSv fW V"'^*'"?'"* t^** do 
short I& of time Sit „ff^f?u ^ " * relatively 

school yrfr and aff^t tlL lSn/r^ P*?*^'" '''^^'n co">:ng 
oominf^od yeaf *° ^ anticipation of thf 

sfudeTl^rplLm"'-"-"'*' '^•^ P^'^'^'^fi*' '"^Ming «,e guaraSte^' 
^^I look at t^iis as somethmg we can do now whi.}, can be effective 
mntleman from Indiana. 

his proposah - ' ^ "^"P'* of reservations as to 

ment ^tr^ff ^''l"'"?!.*^ '"PP°^ t^*' cUeman's amend- 

So! "o*^'"<? 'n-the statute should prohibit lender, 

fence of PnrnRrnnh 1 of subs^Hnn • Tim* £nuse I of the llrof sen. 

tlon Acf o'f 19(f,.«^VeM,reSfonoi^^^^ 

f../!inXrV*;^r.C'n^:r;^^^ - "-..te.I 

lit which he W In C0. .1 sTniHll, c n« nffen.lln;; .s„ch nil liisflfiifloii. 

the len,ler ulfh lu to^r"^^ r^^^^^^ J'"s provl.le,! 

.".t such, in«ifnfloii (Which frr imnZrVf MU^ Z " 
IK?rlml for which flie Ion l«\„„ J n,^^ ... P""'Krai)h. menus, for the 

.lent focefher >vl h 1 ^ « hnZ n,ulr"l2? '"'''««'»'''' ««'oli stii- 

tenclniice nt «"oh 1 " %?cV "^ J^'"""' 

l.onr.1. rensonnhle coinii tln/ co« rnn.l .-^^^ ""'^C"f! 
rheninount of ns.slsfnnce such Sn?^WI rP«.l^^ '''"""'"'^ 
loan Is sought) umler pnr c" ,a f „,Ur m ''"^ the „erln<l for „-hleh the 
ship, srnnt. or loan nsslZ nc^V,^ " ^ '""^ ""-^ "'her scholar- 
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ment from the gentleman from Oregon, which wo«ld provide tor 

Es without an^ determination as ;<>Jl}^r$T5oO'%r^^^^^ M 
students whose adjusted inco?nes are less than ?lo,000, proMaea me 

^""AeSern froWdiana has offered a substitute which woim\ 

jrittfiSX-S^without the lin^^^^^^ arsrr ' 

which would mean it is conceivable the loan could be as hign as , ^ 

$2,500. . , . - i 

Mr. BradkmasI Would the chairman yield' 

' Mr S^iaII' would like unanimous consent to add to my sub- 

<?hftll Drevent lenders from counseling with students, and so torin. 
Mr oSara If the gentleman will hold his statement ]ust a mo- 

"^Mr TtPAUFMAS I iust want the gentleman from Oregon to know 
T woi^M^lree £ fnffle that lanj^liage together with the langi.age 

'if ' QmK t Sy tdeXnIing we will vote on these —ly, 
so ttiat^he lanj^'agi^thc gentleman^from Indiana spoke of will come 

"P,1^*o''Hara Yes The Chair Would like veiy much to the views 
of ^he^ntlemanlrom^ i^^ on this amendment. ^e, Chair is 

atiJe the gentleman from Minnesota worked ver>- har^ prior to the 

'"TZ^^r^^^S^^^ in the operation of the law 
MT. Hvu^. A blamed onjr to determine throuph a 

S^mShrwlUt^^^^^^ 

''To'U'SrS watback-"e\ve were prior to 1072 does not make 
sense ?o me. taS there were substantial abuses «>at^tjme 
they Si occur this time unless something is done to correct that 

Fnr^Sat re-ison T had pi^posed, as I discussed before, to notify the 
"if I'emi;' is r„rln,.v is .vail»ble-incid™.nlly, pnrttime 
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r£n7I"« ^TJ ''T'"'^ ^" P^'-''^"^ i» income group-to tlie 
students and from (he parents at the income levels STinoon 

flCftr''' ^'"^^i ""^^'^^ be able to kno^what is avSble 
nZ;5d hv"/"!^* H>eir throwing the whole th ng o f as 

il^r^u the.imondment. If it is adopted we go ba^k to the 
abui^ that make , t difficult for this program to operate^ 
1 might read the language- ^ i 

his- willingness to work on that later, and I think Cshould hare^^ 
SSons.""^" " ^^'"^ ""^''^ ^" rna\ran7ex?ens?." 
Tlie difficulty the students are fared with for this cominjr qohnnl 

t^Sior "-'"^^ expected fa^SiyS: 

'fi.?^'; ^^l''"/- f^entleman's point with respect to whethekr not 

S r.S'^'"] ^"T''''f '^'Vl"'- «^"^'''"«n^' Xt he expects 
to receive from Ins family or himself is really dealt with more doselv 

ZlZfT^ Dollenbaok amendment. T woidd think if S.es.£rn^ 
.nittee.ffiit inclined to do so. it could change the second Dellenback 

Tr Omp1tr„n''"i"'^^^ ,-""ld require thft ?o be don" 
Mr.. Qxnr.. It is all right with me to separate the issues. / 

amnlilmenf ArV^^f'"f^Tu^^^ Dellenback 
L nmviX W i- has proposed that we amend the bill 

/• f?'^^'o»ns ^ithout a determination of need, to students 

lo,^'"i.?fimrtio'r-^ " "'•'''^"^'^ ^'P^-^ 

. Mr. DKi.i.KNnArK. T think tlie gentleman from Indiana'and T are 
roacinng ,n the same direction and want the same ultLTe -roaT 
Qu te frank y„iu. of the things ] an, goinir to u,go, is t Pom 

intlyop'osat ""her 

nr V'reS IrTr'' ^'''^llf f|'e ."mechanics of t/ie situation- 

al, i read it— less eonfusion will result if we go to a /1 5/1.5 It will 

^TT^^ VI'' P'-'"'^"* ^i"""- i^' f''e long n we cm 

S "'"1"'' modifications ro tliis (irogiam - '"-n" 

thJ De^S am;nLtr ^^'"'^'^'''""•^ '^'"^"^'--^ 

Those in favor will say nyo. 
Opposed, no. ■ / 

Tim Clerk will onll the roll. ^ 
The Vir.nK. Mr. O'lTara 

>f:. O'ITaim. Ave. ' 
The (^.p.RK. Afi-; Ria^r^ri. ' 
Mr. Til »(;nr. Aye. 
X^Je Ci.EK-fc. Mr. Burton. 
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Mr. O'Haka. Aye, by proxy. 
The Clerk. Mr. Brademas. 
Mr. Braokmas. Aye. 
The Clerk. Mr. Gaydos. 
Mr. Gaydos. Aye. 
The Clerk. Mr. Andrews. 
Mr. Andrews. [No answer.] 
The Clerk. Mr. Lehman. 
Mr. Lehman. Aye. 
The Clerk. Mr. Benitez. 

Mr. Benitkz. Aye. /v 
The Clerk. Mr. Dellenback. 

Mr. Dellenback. No. ^ 
The Clkkk. Mr. Erlcnborn. 
Mr. J:rlknborn. No, by proxy. 
The Clerk. Mr. Esch. 
Mr. Esch. No. 

The Clerk. Mr. Kemp. \i 

Mr. Kemp. [No reply.] 

The Clerk. Mr. Hiiber. 

Mr. Htjber. [No reply.] 

The Clerk. Mr. Quie. 

Mr. Quie. No. Mr. Kemp votes no by proxy. 

Mr. O'Hara. I have Mr. Andrews' proxy. He votes aye. /- 
The Cr erk. ISiffht ayes, and five no. i x-x i. ' 

Mr oSr A The vote is 8 to 5 in favor of the Brademas substitute, 
m qiS now conies on the adoption of the Dellenback amend- 
inent as amended by Mr. Brademas. 
All those in favor, say aye. 
Opposed, no. 

?i,?DJeSck iimcndmcnt as amended by the. Brademas stibstii 

* mV^'^C^mTm^^^^^ as I had earher indicated/if Jy , 

ameidment were adopted. I would adopt the lanjr»afre of an amen.l- 
Snforifrbally offti bv Mr. Dellenbick, section 2. parap;raph 1 : \ 
N-otl.ing in tJ,*s ,.r any oth.-r net shnll l.o .•onstruo.l to 1>'"'''1>" "^lender fr^^^^^ 

with n'Si)prt to (lolliir iiinoiint of pncli loan. 

rniinled with huKMUK'e in the report. Mr. Chiiirman. to be apreed 
„porSh\ I ln;ii<; it very clear the Office of pi"-/'""' 
a'phiase. is not to stick its cottonpickinp hands into matters dealmp 

'"mV! O'SS^^^ pentlemnn'from Indiana has spoken with his 
usual clarity. 

The gentleman from Minnesota. , , jj i ^ a^t 

Mr Ovn- T wonld offer a substitute to that, added on to the first 

Dellenback a.nend,,.ent which was adopted after the Brademas' Ian- 

^?ua^je was substituted for it. 

'•Striko tho flnnl uord fnmi sooticm \ of the MU. as amcmUHl. and insert in lien 

thereof, the followinjr: 
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lending ii^Stbn wW ^ TT' ^f^^- ^-'^^ «*»<l«"t t«^I the 
than ^fii^* .1 ^ f ^® ^^'"'^y going to provider, More 

twfre^^sT"'- I oppose the amendment for 

The activity th» amendment will require .is-alreadv possible as Mm 
flcntleman lias already quite accurately indicated^ ^ / ' "'^ ' 
hn^"^? ' repre^ntatives from the American Bankers Association 
have already indicated their unhappiness with SlSion to S 
into law something which will incur more paperwS ^ 

Second I don't think it would be a wise amendment because airain 

o/pdfca ion Ti!-'^. ^ t'. T^^' '""'•^ °^ ^" invTtatio?to th^ ffi 

? 7 ^^'^ '0"eht to be preoccupying itself with othpr^^- 
tore, to be dr«immg up other rules, regufations aud jdZ^^^ - 

is defeated ^^'^^ """^"^ RentJeSian's amendment 

foJ^^Ii^^'''^^^'''^^^- ^® ^ understand, John, you are nroposinir to 
sfa^dS^ W -^l^ it? Then, w^-ill Hv^e^a^nTni^ 

woSldX^he fhS;^" language whS, 

Mr. Bradkmas. The gentleman is right. 

Mr. Deixenback. It would not change any language? 

Mr. Brademas. That is right, ^ 

T do no^ a'^t\>^-.f J, "'^ f?o.ntlcn.un on that point, 

as throKf pi? implications insofa; 

of ^fSSL^^pTs^lacT^^^^^^ 

«.tiTf this occasion to commend Commissioner Ottina and his . 
See TETrom^fJ" ^^Pf r^^'np with this committee and subcom- 
mittee. I he ( ommis.sioncr, hnnself, has come over here for this nnr- 

: 72Zi^ i^'^''^'* "'"^^ ^"'.'1^ be de'i/able ouS 

Mr. Bradrmas. Will the gentleman yield? 
Mr. Dem.enback. Yes. 

va?on ^fwTwoH ! P"'"- ^ i"«tif.>inP my own obser- 

^ffK r!« ^/^V'*' '^"J' indictment, sweeping or limited 

of the Office of Education. T love the Office of Education fsllmc of my 
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best friends work for the Office of Education, and I have had them 
in my home. 
Mr. QuiE. Mr. Chainpan. 
Mr. OUara. The gentleman from Minnesota. 
Mr. QmE. As I understand the way this would operate, the bankers 
would have the advantage of going to the student and saying. If 
your parents will take the amount of money normally contributed to 
your education and dei)0sit it in our bank, we will make the loan. 

If this is the case, we would be back where we were m pnor-19T2. 
Would that be correct? , , . 

Mr. OUara. It would certainly be possible under the law pst as 
it is possible now for a bank to make its loan assistance contingent 
upon certain actions by the parents and the student, including the 
making of deposits or transferring of a business account. 

I don't think it is prohibited in present law or under this one, ex- 
cept as regard SLMA participation. ^ ^r- 

Mr. Bradkmas. In view of what the gentleman from Minnesota 
has said, I certainly wouldn't want to accuse him of a sweeping in- 
dictment of the American Bankers. u i 

Mr QuiK. I find it kind of amusing that we now say the bankers 
will pass their own rules. The bankers don't have to get eelcted; they 
can take the money and use it however they want to. 
Mr. O'Hara. The gentleman from Oregon. u 
Mr. Deujsnback. Do I understand that what is now pending be- 
fore us is my second amendment? 

Mr. OUara. The situation is as follows: If the gentleman will 
permit the Chair to state the pariiamentary situation. _ 

We have beiore us an amendment offered to us by the gentleman 
from Indiana, Mr. Brademas, which the Chair understands is the 
same amendment the gentleman from Oregon, Mr. Dellenback, de- 
scribed in his eariier remarks. ^i ^ i j _ 

That amendment has the effect of making it clear that lenders may 
evaluate the total financial situation of the student and counsel, be- 
fore determining whether to make the loan or not. 

The gentleman from Minnesota, Mr. Quie, has offered a substitute 
which would add language, requiring that in order to obtain one of 
these loans, he has to set forth the amount of the financial assistance 
he expects to receive from his family. 

All those in favor of the Quie substitute, say aye. 
Not in favor, no. 
Tlie no's have it. 

Mr. Det-lenback. Further pariiamentary inquiry. , 

Afr. O'Haha. The no s have it, and the Quie substitute is not agreed 

*^Mr. Dkllknback. Does that mean it is my amendment which now 
bears the Brademas name? ^ , ^ , , . 

Mr O'Haha The Chair will not state that, what we have before 
us is the Dellenback amendment, offered by Mr. Brademas. It is an 
even trade. The first one Mr. Brademas was going to offer was the 
Dellenback amendment. * t« 

Mr. DKuxxnACK. Off the record, would the gentleman from In- 
diana be interested in a trade? 
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Mr. Brademas The. fteritleman from Indiana is very happy with 

In favor, say aye. 
Opposed no. 



\ JJ^^ ayes have it. 



tlie^£^m,>?r amendment it would like to' put before 

^ i^n^f^™^^^^^^ ^^^^ -'^^-"-^ --nd--t which 

On page 3. ndd after line 2 : 

and renuniberustH tlons 2 nnd 3 ns sections 3 nnd 4 rPsiHK-tively. 

The Chair would ask staff to explain tliis technical amendment 

Mr. RvRRisox. In Section 428(b)(1)(H) of the act there is lan 

Sifn^d-'orata^ J H -^^^^'if-^i-^^o l^astlS dS.neS 
t)e in need of a loah shall not be denied certain other benefits of the 

inL,'«nl5 hT'" subcommittee el m 

bv S. i^pn^^ Tl"v.-*'°" ""'^ students covered 

by tl>e amendment, this pendinp amendment would simply conform 
the l«ng,.age by removanj;; reference to "determination of ie^d" a3 
msertmp the phrase "student! cli^jible for interest benefits." It woiSd 
make no substantive change. 

Mr. O'Hara. All those in favor, say aye. 

All those opposed, no. ♦ 

The aye^ have it. 

,. J |>"yc an amendment I would like to offer at the present 

nient, but I wouldn't want to prejudice, it. ' 

Sw. . The Commissioner of Edtiontioii is nntliorized to provide twhur-l 

assure thp nvnilnDility of mmrnnteed student loans, w liol. would lenefit fm 
Federal ...suranoe to resident.s of its State. State plans n mv i clu irs.ll, ?e 

<»er more than 10 .vears. Income continKenry repavment si'l wlnle" hs i -s 

•nrrent federal program l.nt whirl, ooiild. with appropriate (OMRresslo .ra h. r 
l».f.on. ho „u.or,K,rated as part of a national .s.v.stVn. j!f ^imrSd .slX^^^a^ 

The States lave, had difficulty obtainiiifr .specific technical as.sist- 
ance froiu the Commissioner of Educati,rn i„ the deSpmenTof 

Hrnn7r/'t"f''' f?-'"'- I f'"' f^I'^irman's intent to 

•vpr I ''ff/-"" assi.stance later this year, how- 

ever the purpose of this amendment would be to allow the Office of ^ 
A.s.s-i.stance to enable States to move ahead in establishing a compre- ^ 
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I would point out to tlfe committee that this, m "o.^^' g«f 
yond the intent of the committee or Congress ^^^^ 
fish programs without gpecific congressional authorizatirm. ihus, it 
wouffn'tin any way preempt or predict what future programs might 
hft develoDed bv this Congress and this committee. 

matTwouW do wouTd be to provide a continuation of develop- 
meralrcrtinuity, for those Spates which ha^. eff^^^^^^ 
and offer technical assistance. It is not mandatory, .a"^ °, ^ 
the S of Education an opportunity to become involved with the 
Stet^Tl believe it is a necessary step tQ move ahead on the basis of 
State and Federal cooperation. 

Mr. O'Hara. WiU the gentleman yield to me? 

Mr ^HA*iI'The Chair has mixed emotions abon tthis. J ^ant to 
cet into the hearings on student assistance provisions, all of title L\, 
S mSlv as possible. At that time I hope we will be getting sug^ 
Scions !:^w authorities, usefid in -P'*^^-f,«:S,P^^^^ 
hone the Office of Education will work with the State Loan guaranty 
AgWes in developing these proposals, but I don't want to get into 

'''Z'^E.TlXv^S^^^^ry much the Chairman's intent to move 
ahead S V I know, also, there is another bmly of Congress that 
may noTCeas quickly. It may be a year or 2 years before we final- 

''Ie wSlfdS to yield to my coUeagiie from Wisconsin. 

gS aSbv^^^^^^^^^^ in the field on the question of whether or not 
?mi iret into that "program. So this is not a new .subject. 

Se^SU the point of the gentreman from Michigan .s so valid that 
T really think if we are not careful we will be dehiymg the btates 

"1^^ont fnoi"thethcr or not they will, but T will urge this concept 
as containeHn this amendment in no way precludes any analysis of 
any of the student loan programs. _ ^ 

Third it. does seem to me. as you look down the rftart, tne enorr- oi 
tl,^ mend^^^^^^ carefully drawn as it is, is trying to draw m effect; 
a' uSlJ^t to^^e wo^ thi. committee will "ndertako I don't see 

rX^mr something that disrupts the bas.c concepts of the bill. I 
lo 4e i as Sg belpful to those States. Minnesota, W.sconsm, and 
J coTp le of Sat?s in the South are taking a look at these programs, 
LTl url the Committee to consider thr wisdom of allowmg the 
Office o Education to move ahead as well as states as vou examine 
tl>eShole of the student program so we don't find ourselves IV2 or 2 

^Tr.%T^n":ius'*ioSS Wisconsin said he had three 



it. '^"Wdment. I have three as to why I am 

mnTi?«/*l"' go into nference, the hnfrimge and subiect 

TZu^S^Z^s'"''''' offer J^he gentlema? f^n. Mie^S 

StSM'wfjnnclT '^-''^5^ -J^thine that would prohibit th« 
de^loinJ^S n"- ^^'"^^^^'--'i-.I^ana from ftoin/ahead and 
developing their own program off incojne contingent repayments 
St!!?/ ''i^ comuLpia > wealth poured out oS our 

my lonpie in check, Mr. Chairman 

noS^'nhe -Sf '■"'''PPy «•»«' i». I don't want Swe the 

nose or tne Yale biilldo^? under the tent at thic: time, ^r.^ fi,« " 

revie^%T.'*1'-y "^A^^^ intend? tXake ^'clmpthetive 
uZ Z^^.^a'^^^'V'^^ P""'''^' it seenis to me it wmifd bL mS 
unwarranted at this time to give a seal of approval to concStTwhrch 
really have not been studied in any depth by the subcommittee 
for V f-"'*^ hope very much, Mr. Chairman, that we wo^ leave * 
Sn nf^r a subsequent point in time the sXct mat- 

terof the amendment in question. "ojecc mat- 

say^y?'"''"''' ^^'"^ °^ ^^"^ amendment offered by Mr. Escli,^ 

Those opposed, no. 
ag^ to.'' Tlie amendment is not 

lo^^ amendment relating to tjie effective date, as fol- 

Al;;?JSt?ren"dret1""- "^""'"^"^ ''^^-'^ 

ThS i"ppted. no"P°'''"^ '^'-'^'^ 
The ayes have it, and the bill is ordered reported. 
IJio Lhair will now accept a motion to adioum. 
Mr. Brademas. So moved. 

of^he aSw''' '^^'^ ^'^"'"'"ittee stands adioumed subject to the call 
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CHANGES IN EXISTING LAW MADE BY THE BILL 
AS REPORTED 

HIGHER EDUCATION ACT OF 1965 

TITLE IV-STIJDENT ASSISTANCE 

FHOEBAL PAYMEN-TS TO RKDUCK STUDKNT INTERKST OOBTS 

nn dliille-iS^^llL^ri^' ^^"'^^"^ -^ived a loan for st.^Kly at, 

specified by uaragrapl, (4) ; or P^ '^^ 

(0) which is iiisuied under a Droornm nf « ^ 

(i) in the case of a loan insured prior to Julv 1 inR7 
was made by an eligible lender and ij insured uSer a oro' 
gram which meets the requirements of sulZraamnl, (V\ Tf 
sulmt.on {b)(l) and provides tlmt .^,paS 

aft^i- the student ceases to pursue a course of study 7as cJ 
scribed in subparagraph (f)) of subsection (bWin at an 
eligible institution, or ("IK^)) at an 

. (ii) in the case of a loan insured after June 30 1967 ie 
nisured under a progmm covered by ai ag?e,. ie\, made 
pursuant to subsection (b). ' «'in''™t made 

shftll be entitled to have paid on his behalf und for his account totl.e 

(1) [less than $15,000 and the eligible institution at which he 
has been accei,te<l for enrollment or, in the case of Js" ident who 
.8 attending s.uih an institution, at which he is in good sSndTn^ 
(ns (u'terinmed by such institution)— »>.u"uiiig 



3ii7 



(cS has determined tlie amount of need for such loan bv 
subtracting from the estimated cost of his attendance at such 
institution (which; for purposes of Uiis paragraph, means 
the cost, for the period for which the loan is sought, ot 
tuition, fees, room and board, and reasonable comnnitnig 
costsV the expected family coiitribution with respect-to such 
student plus any other. resources or student aid reasonably 
available to such student, and 

(6) has provided the lender with a statement evidencing 
the determination niade under clause (I) (a) of. this 
paragraph and recoinmonding a loan in the amount of sucli 

has 't'hun 'f!15.000 mid the eligible institution at which he has been 
(wccpted for enrollment {or. in thr cose of a student who-isatteud- 
inq such an imtitution, at which he is in. good standing, as dc- 
fennined bg such inxtitution) has prodded the lender uith a 
Htiiteweut whiah stts forth the estimated cost of his attendance 
„t such institution ( which, for purposes of this paragraph, means, 
tor the period for a-hich the loan is sought, the tuition and fees 
avvlicahle, to surh student togecher icith its estimate of other vi'- 
lu'nses reasoMtbly related\to attendance at such institution for 
inch a student, inclmling the cost of room and board, reasonah c 
commuting costs, and coxts for hooks), and its estimate of the 
amount of assistance sueh student mill receive (for the period 
far irhich the loan is sought) under parts A. C and t. of this 
title and under any other scholarship, grant, or loan assistance: or 
(II) eqiml to or more than $15,000 luid the eligible institution 
•,t «hich he has l)eon uccej.led for enrollment or. m the case of a 
^student who. is ntfendinR such iin institution, iit which he is m 
^ Tood standing (as deteiiniiied by such institution)- 

(a) has determined that he is in need of a loan to attend 
such institution, , , , , 

(6) has determined the amount of such need by subtnictiufr 
from the estimated cost of attendance at such institution the ex- 
ncctfd family contribution with respect to such student plus any 
other resources or student aid rea.soimblj available to such student. 

has" provided the lender with a statement ovideiicinfr 
the determination made under clause (II) {6) of this pam- 
" <rrai)h and recomiuending a loan in the amount of such need. . 
Nothiiui in this or ang other Act sluu' be construed to p'ohilit a 
'lender from eraluatinq the total financial situation of a student makiwf 
apnlication for a loan under this part, or from counseling a student 
with respect to ang such loan, or from vuiking a decision based on such 
eValuntion and counseling with respect to the dollar amount of any 
mch loan. In addition, the Conimissioner shall pay an admiuistrat ve 
Jest allowance in the amount established by paragraph (2) (B) of this 
subsection with respc t lo loans to any student without regard to the 
1 oriowers need. For the purposes of this paragraph, the adjusted 
fan ilv income of a Btiidentshafl be determined pursuant to regulations 
of the Commissione- in effect at the time of the execution of the note 
01- written agreement evidencing the loan. Such regulations shall pro- 
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vide for taking into account such factoids, inciuding family size, as tho 
Conunissimjer dooms appropriiUo, In the absence of fniud by tho 
lender, si(ch detennination of the need of a student under this para- 
graph shall lx» final insofar as it concerns the obligation of the Com- 
missioner to pay the holder of a loan a poition of the intei'est on the 
loan, 

♦ • * * j m m m 

(b) (1) Any State or any"iK)upront privAto institution or organiza- 
tion may ontor into an agreement with the (Commissioner for the pur- 
iK)Si^ of entitling students who ivceive ji^ms which an* insured under a 
student loan insurance pmgram of that State, institution, or organiza- 
tion to have made on their l>ehalf the payments provided for nrsnb- 
seotion (a) if the Conuuissioner detenuiiles that tho student loan in- 
surance program — 



• 



(H) [provides that the benefits of the loan insurance program 
will not fw denied any {student who lias been determined (pui-su- 
mt to section 4'28(a) (1) ) to Ih» in need of a loan except in the cast* 
of loans made by an instrumentality of a JState or eligible insti- 
tution.;] provides t/uit the benefits of the ioan imuvance piogravt 
tnH not be deniefl any ntudent who in eligible for mfercHt pBmfits 
under scffhn i28(a) (I) eJ*eei*t in the Cffxe of loam wide by an 
tnatnnnen taJity of a f\tnte or eligible instif utio7i ; 



Emergency Insured Student Loan Act of l^^9 

i\(m:\tivk pavmi nis (»\ iNsrurj) >STi;nRNT^^)ANs 
Sk<-. ± (a) ♦ ♦ * I 

(7) As used in this Act, the tenu '^eligible loan" means a loan made 
on or after August 1. iJK)l), and prior to f July 1, lJ>74j| Jvly ]\ lii7fK 
wlurh is ensure<i under title IV-H of tin* HTgher Kdueation Act of 
H)r>:M)r made under n program con^red by an agreement under Miction 
42K(h) of,such Act. 
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SECTION-IJY-SECTION .VNALYSIS 

n'Uis ftiiftlvsis is of the text of the subcommittee ameiidmept to 
ri.u/S:.S Vs^PlMt)"^^^^^^ the Special. Subcommittee. on Education 

sSr?amcSa»sc I of the fim scntence of paragraph (1) of 
K student, toRelhcr with the institutions estuuate of other tapensM 

' f„,.„,e the huiirunce of subpurapraph (1)(H><" 

^- Tr\u to tlH of this biW removing' 

s....t.on 4-28( >) « ; g i,as i^en dctcrnuned ... to be m 

^f rUn" s?S^ a "•f-'-u-c to "any student who is 
oH.Mhlefor;nitercstl)onchts". Emcrccncv Insured Stu- 

.Section ■^^^»'^- 
dent ''^JJ ,;;i'"Vo^ allowance" payment to 

'^"«''ion^fnrovidos th.it the nmViuhncnt.s made by this bill shall be 
.A S CO Ks after i s onactn.ent. a.^l shall he applicable for any 
I'lf . S. i?a , uantco connuitnuMit is mad. o„ or after that date. 
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[COMMITTEE PRINT] 

Unica Calendar No. 

H. R. 12523 

[Report No. 93- ] 



IN THE HOUSE OF KEPKESIONTATIVEK 

Mr <rilAK\ ( for hnnself. Mr. htuu.u Mr. Ri .:h,v, li^^„^M Mr. GAvrx)s, 
Mr. Animikws of North ( arolma. Mr. Uiim>.\, and Mr. I'.K.vmz) intio- 
<Ii»ml fh" folloxvm^r h,!l: ulnrli v.«> .rfeij^d to tlio ( ominittee on Ktlnia- 
tioii aiul I^ilx*r 

T::..... \rcv , lOTj j 

Kt'IH^iinl w ith :in amnulnu nt. romnnttrd to tin- CoimnittiM' of Wlm!<. I fnns<> 
on the State n( tiic 1 iiion. anil oitU-iiMt to l>o i)rnited 

(Strike ont all utur rht- eruirfiiic ihiiv*- ami iHM-rl tli- jmrr |»nit!<^l in Itilu-j 



A BILL 

To ninml sirlion 4->S(n) of tin* Ifioflicr I-Miicntion Ah of lOO*). 
jis jnnondod, juid M-clion 2 (n) (7.) of the Knipr:r<Mirv Li- 
MiiTd Student Loan Act of to K-iuv u^^mv {\im 

stndonts vsill have ren-onahle ucccsx to h»:in- to i.mcci ihrir 
])OvtMTondMrv eduecuion co-In ntid toi «i|hcr iMn|)OM'<. 

1 JSr if cnnrfcfl hf/ llir Svnalvdml //otisr of Hvpnsi nin 

2 fins i,f the rnilrd Slalr,'^ of Amrriifi in ro//^//VN< n.ssrmhhfh 
' 4^hHf f4mwH i af)d W 4fe fifsf j^f^fefM^f* of fwrt^fttph -<4f 

Ah Hf 44)UA tiFe'rt nicnded fo mni foHmvjH 
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•^liHtt^ifH)-; <'f ^ , 

WH- foHHHLHHl l<v ilw- (^mw't^ioHef of ^44tWtH0H ««4^? 
p,„4 A. iik^t».H4 -h of tl.i=^ fWt^ llw' ftwwwt of rtwW 

^Hr Mfl.lOi'-HH- from Utf t'nhtHrtfHl ♦'t«4 of ttfHwkwoe rtt 

to mihU ii*<i<'Hi: .4.H Hoy o<}>M= H^HiH'OH or 
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pi=«vi4('4 ♦Jh' J,.ti4«-F ft ^frt»('m«'Hf «¥i4t^4i»g' 
4rt"HH:^wH«H^^ H.mle «h4cf (his ♦•lmis,> ,m4 ft'mHni.'»4- 
Ht« n )<mH> (i*e (WtcHftf 4HmHiH(H} l« Jh' w<"4e4^^ 

Jm-:*^, ft«H4<4fHeft(H mft4^ Iht fki,* A«4 k- 

effH-Hv«' «H tm4 irftw 4^tK: +. 44^74. 

77,.,/ ,./„„..,. / of llw first svnivncc of ,,„ra,jn,,,h (1 ) of ...h- 

.'^rrlion (n) of ,,rlU of the Ifh,/,,;- F.,1 nrahon Art of 

1 !)(!.') is iinivitili'tl !o iratl ,i.< folloir^: 

■■(I) //,„„ .Sl.l.noO an,l Ik' Jr,!l.lv inslilnllon 
ot whirl, he has /„,„ or<-r,,tal for cmllmr'il („r, „, 
//„• of „ slinlnil ,rho oltrwlnxj s-„. A un i„sl,!„li<,n, 
III irhirh hr /s ;,oo,l slomlin,,, as <l,lrr\,ir.r,l l„, s>wh 
iuMilnliou) ha, ,.rori>lri Ih, hwlrr ■,■•///, „ .lalrwnil 
i'-hirh srI. fnrlh ihr r^lnnalrrl ro.i „/ his alhwiainr at 
^ sarh in.litali„„ f.rhirh. for /„„•/.„.,. of this panaira ,,h, 
>'>rans. for ihr /,,,„„/ /,„• ,,../„;,./, ,/,, /„„„ 

. Inition au<l /, > ■< <,,,,.lir„hlr to snrh ^tn,lr„t to;/, liar a-ith. 
it rsllr„.,t" of -ilh,.- irprnsrs r.a-onal,},, niatnl to at- 
^ trnaa.-r,' at .„rh in.titntion fo>: x„, /, „ ,,„,l,.nl. inrlialim/ 
tl,'. ro:t „f rnr.w ami hoanl. r, a.soaahle n,mmnti„;i rosfc, 
airl rosts far Loah) . ami its rstlmatr nf thr am wnl of 
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4 

1 imisiant\ mwh MinU'nt will urv'nr (for the iteriod for 

2 n-hkh the loan is .^onf/hi) under parts' A, (\ and E of 
a . this (ille and under anij other scholarship,. (jranL ar loan 



4/^ assistance; or 



SlcC, 2. Paratjraph ( J ) of subsection (a) of section 428 
t> of the Ilif/hvr Education Act of ///6'J »s aav nded by inserting 

7 before the second sentence llurenf "Sothintj in this or any 

8 other Act shall be construed to prohibit a lender from evaluat- 

9 ///// ///(' total financial sitnation of a stndtnt niakiny applica- 
U) tion for a loon under this part, or from counseliny a student 
\ I with rtsjnct to any snch loan, or from mahiny a decision based 
12 on such evaluation and C(ntuseHnif tcith respect to the dollar 
1:j amount oI any .^uchJoan/\ 

1 1 Sh<\ -I Subparayraph (II) of parayvaph 42t^(b) ( 1) of 
V) the Hiyhir Edueaflon Act of li)()o is amend* d to read as 
U> folbfws: , / 

17 ' (II ) plot ides that the benf fil^ i)f th.' loan insurance 

18 proynnn n ill not he denied any stndent wluf diyible 
II) ftn- intercsl benefits under m'tinn f'J^(o)(V crcept in 

20 tla case of hums made by an in^trnnwnt<diiy of a State 

21 or eliijible inMtt niton :\/ 

22 ' SKi\ /. Section 2^((()(T) of the Emvnjency Insured 
2; J Student Loan Act of l!)f)f) is amended by strikiny out 
2t ^^'hdy /. //yrf and insert I ny m lien thereof ''duly /, ///rJ', 
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S[':(\ /i. The amendments made hi/ sectlan 1 shall he 
effective sixty days after enactment af this Act and be appli- 
cable to a loan for which a yuarantee commitment is made an 
or aft(rthat date. 
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GUARANTEED STUDENT LOAN PROGRAM, VOLUME UNDER EDUCATION AMENDMENTS OF 1972, MAR. 1, 1973 TO 
JAN 31, 1974, COMPARED TO SAME PERIOD UNDER PREEXISTING LAW 



March: 
1972..-. 
1973... 

Lo«. 

Percent 

April; 
1972...- 
1973..;. 



Loss.. 

Percent 

May: 

' 1972... 
1973.... 

Loss.. 
Percent . .. 
June: 

1972.... 

1973... 



Loss...- 
Percent. .... 
July 

1971 J 

1973 



Loss... 
Percent. . . 
August: 
1971 »... 

1973..:... 

Loss... 

Percent 

September: 

1971 «... 

1973.... 



Net change... 
Percent . . . 

October: 

1971 I 

1973... 

Nt' change.. 
Percent. _ . 
'^ivember: 

1971 J 

1973.... 



'vrcent . . 
December: 

197! • 

1973... . 

Net change.. 
Percent. . 
January 

19)2' ... 

1971 1 

Net change . 
?ercent.. 

March to June 1972 and July to De- 
cember 1971 and January 1972 

March to December 1971 and January 
1974 



Percent 



loss. 



Federal insured loans 


State and private guaranteed loans 


Number 


Dollars 


Number 


Dollars 


42, 793 
23, 794 


39,775, 782 
23, 588, 160 


15,799 
8,378 


14, 577, 197 
8,012,356 


18,999 
44 


16, 187, 622 
41 


7.421 
47 


6,564, 841 
45 


36,532 
17, 269 


33, 655, 580 
18, 778, 843 


9, 799 
5,270 


9,590 466 
5, 215,918 


19, 263 

- ' . 53 , 


14,876, 737 
44 


4, 529 
46 


4, 374. 548 
46 


48, 771 
33,514 


44,328,177 
34,751,833 


17.902 
9. 795 


19 305 855 
Ip,' 531,' 083 


15,257 
31 


9,576,344 

22 


8, 107 
45 


8 774 772 
' 45 


61,809 
46. 779 


61,373,171 
52, 199,864 


57 400 
23.716 


M 370 fi77 
29. 567, 867 


15,030 
24 


9,173,307 
15 


33. 684 
59 


38 802 810 
57 


63,383 
46, 750 


71, m. 591 
58,643,001 


89, 159 
43, 199 


102 200 512 
56,'84i;480 


16,633 
26 


13,250, 590 
18 


45.960 
52 


45,359, 032 
44 


99,257 
58, 455 


112,512,348 
72,711,932 


126.969 
90.200 


143 277 904 
116. 030.' 212 


40,p.02 
41 


39,800,416 
35 


36. 769 
29 


27. 187, 592 
19 


100, 348 
55, 495 


109, 303, 975 
70, 479, 598 


83.488 
71,767 


89. 966. 168 
91.617.585 


(44,853) 
(45) 


(38,824, 377) 
(36) 


(11.721) 
(14) 


1.651,417 
2 


56,931 
56, 662 


60,801,464 
70, 721, 89b 


38. 751 
47. 195 


41,765, 920 
59. 810. 149 


(269) 
(.5) 


9, 920, 431 
16 


8. 444 
22 


18, 044, 229 
43 


48, 019 

?,234 


49,095,021 
72,225,612 


22.903 
30.826 


23. 565. 908 
38, 416, 050 


10,215 
21 


23, 130. 591 
47 


7,923 
35 


14, 850,142 
63 


47. 093 
34,C51 


45, 176. 705 
39.829. 392 


25,9". 
23,4o4 


24. 833, 364 
28, 135,003 


(13, 042) 
(28) 


(5. 347. 313) 
'(12) 


(2,557) 
(10) 


(3. 301,639) 
(13> 


44, 194 
^2,517 


40. 313, 333 
48. 919. 472 


30,205 
27,485 


26. 935, 560 
30,493.919 


(1.677) 
(4) 


8.605.139 
21 


(2.720) 
(9) 


3. 558, 350 
13 


649, 130 


668.?29,147 


518. 336 


564. 389,531 


473,520 


562,849, 602 


381.235 


474,731,613 


175.610 
27 


105,379, 545 
16 


137. 101 
26 


r*, 657.918 
16 
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PERCENT CHANGE COMBINED PROGRAMS 



Number Dollars 



(<5) 

March ■■ (51) (45) 

April (35) (29) 

May ?41) (37) 

June » , (41) <34S 

July* ' (34) (26) 

August* ■ ^ (19) 

Septimberi 9 27 

Octobar* ;" 26 52 

Novembtrt y ' ; «(21) (3) - 

Dtc«mt9r» / ■ (6) 18 

January — *■ " _ 

(27) (16) 



11 months*. 



» FisMi Year 1972 used for comparison due to program interruption caused b/ adoption of inter.m regulations for 1972 
Education Amendments, 
s Prtliminary. 

HIGHLIGHTS ON THE dUARANTEED STUDENT, LOAN PROGRAM-NEW LOAN VOLUME 
lln percent] 



Federal program State and private programs/ 


Combined programs 


Number Dollar Number ^ Dollar 


Number 


Dollar 
r" i» — — 


-27 -16 -26 -16 


-27 




Note -These percents translate to a total decrease of 312.711 »n numbers of loans. 


Volume for the first 7 months of r.sal year 1974 compared to the sane period of fiscal year 1972 is 


Federal program State and Pr>vat3 programs 


Combined programs 


Number- Dollar Number Dollar ^ 


Number « 


Dollar 

— 


-23 -li -20 -7 


-22 


• - -.9 


Note -These percents translate to a total dKiease of 190.421 in numbers of loans. 


volume for the past 4 months (October to January 1974)^ oH-scat year 1974 con^jared to the same period of fiscal year 


Federal program State and private programs 


Combined programs 


Number Dollar Number Dollar 


Number 


Dollar • 


-2 +19 +9 


+2> 


+24 


Note - These percents translate io a total increase of 6.317 in numbers of loans 



The picture for ti e past 4 months (October to January 1974) has been mixed 



Fede al program State and private programs Combined progra ms 

TumbeT "oolla"; N^ber DollaT "Number Dollar 



October -1 X47 Xll +63 4^6 +52 

November f-21 +?; ^il In I2I -3 

December/. -28 -12 -JO Jn -6 +18 

Jaiiuai/ . -4 +^* " 
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APPENDIX C 



Tlie following Issiie Psiper prepared by the Xntional Council of 
Iii|:hcr Ediiqition T^oan Programs u siibnutted for the i-ecord at the 
reOjUest of the subcommittee. 

(UrARANTKKi) Studk.vt Loan Prooram— An IsstK Pai»kr, Skptkmbi^» 1073 

FORKWORI) 

Tlio purpose of this issue pajHT is t<» proviilo u fouudatiou for discussicm 
cou(M»rninjr the imrpuse and tlio futurt' (»f tin* (ruurnnt(H'(l Student Loau Pro- 
jcrauK Few can deny that tlu» Educati<ni Aincnduients of 107*2 have brought 
much confusion to the i»ro;iraui. with the result tliat couunercial louders have 
reduced their dollar KuiMuirt of the iirojiniui. 

Thl>! paper has a** a iuaj<u* parpost- to ask (jTie^ticuis of those iH'ople who estab- 
lish national policy, legislatively and administratively. Those jktsous must 
first establish a firm foundation of polic.\ and direction hef<»re the program ad- 
miiiistnitors can begin to rebuild the program. At the present time, the pr<»- 
gram is being torn apart by tho.se who differ am<»ng themselves as to the 
.program's puriw***** and importance*. 

This pa|)er has been written by persons who have as their major resiwnsibil- 
it.\ the admhiistration of a guaranteed student loan program. Rather than only 
viewing this program as one of several to lie adniinistored, the authors live 
with the minute d.'tails of this program da.\ in and <lay o\a. It is hojiod that 
these credentials will lemi scane weight to the suggestions Muade. and lend^ 
some urgency to the (luestiims asked. 

This paiHjr seeks not only to address tlie problem at hand, but attempts to 
also discuss scmie c<'rtain crises of tlie future. To the best of their ability, 
the authors rerordf^d all rmtential option^ and .sohiti<ins which came to their 
collective mind, witli no attempt to obscure any alternative not iHipalar with 
the authors. 

These questions and suggestions, now. are laid before those who must decide 
the future of this program. And. it is witli no snuill [ueasurc of 1k»|k» tlnit 
tliose who are used to legislating and regulating in arenas of 'Vaptive audi- 
eures" will remember the c<'ntral lesson of the past year. 'I'hat Is. unless this 
pr<»gram is kept simple, and unless it is reasonably attractive to the lending 
<ouimunit.\. the most ehMiuent an<l precise legishitive ai»<l r<*gulatory efforts 
A\lll not induc<' the h>[iding cotnmunit.\ to mate an adeqimte amount rf dollars 
available to our nation's students. 

( iiAi IKR I. — TuK I>ii.KM\i\ tn IMK SrviKs HhiNsi K\.vtK nil Km II lNsrHA>< k? 

I A QiorAii.JN KKOM Tin: sr.VICTK 

"The purpose of this part is to enalile the ('omuiissioner (1» to encourage 
States and noprofit private institutions and organizations to cstablisli a<bMiUate 
bian Insurarice programs for stu<lents in eliigbh* iMstitutii)Us .... i'2\ to pro- 
vide a Fe<l(;ral program of stuilent !oan insurance for students or lemlers wlio 
do not have reasonable access to a State or pri\. tv nonpmfit prograni of stu-» 
dent loan insuranee . . f Higher K<hication A< t of VM'ut (as amended). Title 
rv. I»art B. Section 4*Jl(a)l 

llC^IIM. AMLU.NAII\T loKWS ol PKOOUAM ADM I M,^ 1 RA J ION A\AU\m.P 10 A STA I E 

A, Ks^jiidish its own guarantee agei. 

B ('ontract with a private aonprortt a gent to administer the state program. 
(' Herjuest tlie iinj>U'niontation of the Fedora II.n Insured Student I.oan 
rrogram. 

(377) 



378 



in. TUB DIFFEBIXO LRVKF.S OF FKDKRAT, INVESTMENT IN "fEDERaI" STATES VS. 
STATES WITH OUAKAXTFJS A0E:7CIE8 

There are six distinct items in the Guaranteed Student J^oan Projrram which 
require the investment of Fedural funds. In four of these six items, a state 
would realize an ad\;antafi:e by choosing the implementation of the Federallv 
insure<l Loan Prognuu over the other two non-Finleral alternatives. For pur- 
poses of this paiier, these items are labelled *Tederal Investment Variables" 
(F.I.V/s) and t^ley are listed and compared in the table on the followinj: pjiKe. 
Eaeh of these. variables must he examined in any contemplated attempt to 
briijK greater or total equity in the treatment of all fifty states and the- 
territoriea 

Refer to table of Federal Investment Variables on following page. 



Fideral inv«stni«nt variables <FIV's) 


States with the 
federally insured 
loan program 
(percent) 


States with 
luarantM agencies 
(percent) 


FtderaMiablMty for defaulted principal amounts 

Ftdaral liability for defaulted accrued interest amounts , , 

Federal Itibthty for collection costs and pursuit of defaulted claims . . ... . 

FederaMiibillty for other costs of program administration . 

Federal liability for payment ot interest benefits .... . : 

Fedaral liability for payn>ent of special allowance 




180 
>None 
'None 
«None 



> Where e State has signed a reinsurance agreement, the Federal Government is liable for 80 percent of the principal 
•mbjint which a guarantee agency paw to a lender on a defaulted claim. The state bears the remaining liability. 

>Thf guarantee agency Is responsible for 100 percent of the accrued interest due a lender under their contractual 
igrMment. none of which is reinsured. 
' » Full cost 



4 The guarantN agency i| obligated to pursue the collection of all defaulted accounts and must forward SO percent of 
«l recoveries on reinsured accounts to the Federal Ci, 'ernment. The guarantee agency bears the full costs of collectioir 
on these accounts, and often the collection costs exceed the 20 percent Interest which the agency has in the accounts. 

* The admihistrative costs referred to include the processing of applications and default claims, tne servicing of schools 
Md lenders, and the attendant administrative detajh (It is recognized that the Federal Government bears some edminis* 
trahve expenses for certain nationwide responsibilities such as ttte payment of interest benefits.) Currently, student bor- 
rowers are charged an "insurance fe9 by both the federally insured loart program and many of the guar>ri(ee agencies. 
The guarantee agencies are permitted to use these fees to defray a portion of any of the States' iTabfhHes associated 
with the first four investment variables listed above. However, these fees do not adequately cover the costs, in either the- 
federal program or tM State programs The inequities arise because of the fact that the states which have guarantee 
agencies must bear all expenses in excess of the insurance fees while th'> federal government bears all excess expenses 
on behalf of the balance of the states. 

< Althoujih Federal liability for student interest benefits and special allowance currently are in the same in both Federal 
and non-Federal States, they still remain, together or individually, vanabtes which can statutorily be made unequal* 
as a means of encouraging or further discouraging State investment in the program. 



IT. AN HISTORICAL t^ERSPECTIVE 

In the beginning: days of the projjtam, all states had dome type of student 
loan program which basically took one of three forms: 

A. The state oix^rated its own guarantee agency; or, 

B. The state contracted with United Student Aid Funds, Inc. to administer 
thf» state i)rogram; or, 

Cj T:.^ Office of Education authorized United Student Aid Funds, Inc. to 
administer programs in the r(»m'ainder of the states (thirteen) using thoj^e 
states' allotment of the apiiropriated Federal seed money as a reserve 
fund. 

In those early days, nmny states in each of the above three categories had 
reserve funds comprised wholly of their Federal seed money allotment. At 
stli'h time as these reserve funds became fully encumbered by student loan 
%'ohime. the states were faced with the choice of appropriating state dollars to* 
continue the prograiA on its then current basis, or to choose an alternative 
which required no state hi vest meat, tin? lmi)leLientation of the Fe<lerally In- 
sured Loan Program. Since the incoptioM of the i)rogram, over one-half of the 
states have ciio.st^n the hitter alternative. 

V. THE PHESENr SITUATION 

With a few exceptions, the 24 states who continue to invest state dollars in 
the guaranteed student loan program are those states whose eununitment tu 
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ICiinmntetHl loans prnlntcs the lOOn FiHloml lojrislntlon. However,' the ^outinu- 
SnaTavallalilllty of U»c fiscally nu»re attractive Federal program constant y 
Ktens the continued Existence of tbese P^.^^^^^^ 
nroKram admlnlfitrators undergo very penetrating question hig by ^t**- e omc a s 
ind legislators each year or blennlum as they seek 

funds, greater reserve fund capacity, or any ty|>e of amendment to state leU^ . 
Ution Maiiy budget officials In these states right now are considering the P(>- 
tJnXM abolition of the state guarantcHi agencies as an easy and l>«'»"i;^^, "^r 
to realize a substantial savings to the state If the Feik^ral govcrimient >Ull ofTcr 
a similar program and assmue all costs. This knc»wlcdge often leads >t;^^^^ 
program administrators to be «ltraH:onscrvatlve in ^^'^^1^^^^^''''''''^^ 
ind monetary re<,ulrements (often to the detriment of the ^^^^^^ 
tratlve (luallty) as they seek the continued renewal of their stateh lI^tal 
8upi)ort 

VI. A CONFUCT IN LKOlfil^^TlVK I'UKPOSF. AND ioMINISTRATIVK INTENT 

In 10C5. the Congress approprlatwl Federal see<l money to fulfill one of the 
stated purposes of the Act which was to encourage the establishment of ade- 
qnatV non-Federal loan In.<urance progran»s. In 1>H, the C\)ngn>ss amended 
the statute to provide a substitute for the seed moiey which would attempt to 
carrv out the same purpose. This substitute na^ncd;*relnsurance and iinn- 
vldcHl a means to substitute Fe<lcnil credit for Federal dolhirs. Si^eaklng for 
Jw Admlnlstnitlcm In msH before the House SiK-clhl Subcommittee? oA Kduca- 
tlon concerning the pur.Mise of reinsurance, [thenl Asswlate CoinmIssiom»r for 
Higher Kducatlon Peter .duirhend Indicated t!mt . . In the long run vvliat 
we wouhl like to see In place here would be 50 Statei)perated progitims mak n- 
Uie.^ loans nvailat,le . . and that . . our objective, mir clear-cut. objective 
In the guarantee loan program, Is to look toward A state oi>eratU»g lu tlics^ 
prograuTs. endorsing what this committee has endorsed many times: tlie whole 
concept of creative F(»deralism. AVe should do.all thati we can to carry out that 
concept and to have the States supiiort It." ' \ 

If Indeed, It totlay renwlns the contention of.the Cbngress and the Adminis- 
tration o,at the parpoKi^ of reinsurance continues to h\> to provide an iaceiUhc 
for stat€i« and private organizations to e.*;tabllsh adequate loan Insuranct* pr(v 
cmms, then the credibility of thi*; stated purpose must l)e examined In light or 
the a)*ernatlves to reinsurance, whicli is a program Of Federal insurance nt 
no cosi. Standing alcme. reinsunince could begin to fulfill Its statejl purposes 
However, when viewed in llglit of the alternative of tlw no-^ost tedeiwl 
gram avallalde to cVery state. It ca;^ at most be clalnuHl that reinsurance i»er- 
mits the survival of the more dctermlued .state progran s, but by no stretch of 
the i»najrinr.tIon cai» it l^e argm-d that It fnUHIs its puriiose of encouraging, tlie 
establishment of any new non-Ke<leral programs. 

VIL TIIK CKNTK.U. ISSUK TO BK KKflOI.Vlin 

How Is the im omimtibUity of the stated purpose of\ reinsnrance and the 
C(mtinued existence of t, aitcrnative nocost Federal pn^gram to he resolved. 
Then* api>car to be two alternatives: [ 

A Strike that portion of tlie statute which Indicates Ifhat one of tlu» pur- 
poses of the act Is to encourage the estahlishnieut of uchNpmte non-Be( eral loan 
Insunuice programs. Tnsert in its piace more approprinte ^V;»rding wliicli wjm ( 
Indicate that a purpose of the act was to iK'rmlt tlse e.^ahllshmeut of lo.\u 
Ins»»rancc progmms by willliig states or private, non-profit agencies. 

n. An»end legislation to bring greater e<iuity of Fcnlera^J investment in all 
states This exercise would recpiirc an answer as to whether: 

1. Too little Is being offernl to the states having gujrhntee agencies: or. 

2. Too much is being offered to the ••Federal" states. \ 

VIlI.^TIIK 01»TI0N8 FOn I^NO KANOK PKOOUAM ADMINI^TKATIOX 

The statute may be am(»nd*>d In an attempt to stabilize or alter tlie distribo- 
tion of Federal and non Federal states by establishing total.' or le^^er 

eipiity In any or all. of the Federal Investment Varlaldes. Oi e of the following 
goals mu.st l> first established: ^ J m - 

A. Institut(» a nationwide program of FederallnsuKince. ami eliminate further 
state partIcl|)atIon and Investment. I 
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\\. S(vk full )mrti(*iti;iti<Mi h\ \\\\ 50 stMto. ;in<l ]iM<i\\ tin* Kcilcr.-il iirojxraiii to 
fxpiro on :i tiinrly Imsis. 
4\ Mninfaiti a mixture of Fctlcnil and noM'K<'*loral states/ Imt: 

1. S«H»k to acqiiiro laoro Ke<U'nil .<tat<»s. / 

2. StH'k to ac<iiiinvninn' ;nianint<HMm<»nrios. ' 
Att(Mn|it to i>taliiU/c tlir rurn*nl (liNtriitiitioii <»f K^mUtuI nad Miin hVdcni! 



A. NatiomvUlo K<Hl«»nil Program. 

This would ntiuiro tlic diMMMiramiiont of tlio continiUHl o|»on:ti(iti of the 
miiahiini: Kiianintd* a^cncios. This would he urtMuupliNticd hy any. widcniuj; 
of th«» •!is|»nrltic*s in any of tho nirmit K«*d«»ral Invostnicnt Vnrinbh's. Roniov- 
hiK interest heneDts or N|KTial alloxraniv (di;:lhiUt,\ for <inly the Kuarante<' UKcn- 
ries* student loans Would acc<au|iliNh this mwil fairly fast. So would the removal 
or riHln;'tl«in <f tin* su^ rein^urau*^*. And. as lon^ as the alternative Fed«TaJ; 
ltro;;nnu reiaalns an opthni. so wuuhl any revival of the year-old 'lisi-ussinns 
alMiut re<|uirin;; all mtarantee a^eue.x stat<*s to charge tlieir aii)ilic:int.s an "In- 
surant* fi»e** (not iill states eurr<*utl,v do so) with the a<hlitioual n'tpdreuient 
that thes«» states remit a portion of sueli f«M» to the FN^leral «ovornnient for the 
privileKe nf reinsuniuee. <It now s<>enis ineriMlilile that the ^V<lministnttiotI 
iniee ronsldered eliarKhi;; states who are investin;; their own funds in the pro- 
Krajn lif iiisuranee fei-s an* coUeeted. Jli \ never full.\ covor all udadnistrailve 
e.MH'UM'^ ami default tiahllities]. hut ne\ er actix el.\ dis('U'>'>e4l the |Kissildlit.\ of 
<-hjin:in;; nou invent in;; state ^<i\ernment.s a "fee'' to cover an.\ portion of ndniin- 
isirative «nsts and defaidt liahiUties in the Federally Insured Loan l*ro;;rani.) 

li. F^dl State rartifipathui. 

This ;;onl eouhl he aeroniplishefl hv nothing less than eventual elindiuitlou of 
the altertuitivo Kedmtt program (or hy am kin;; the Ke<Ieral pro>;nun more 
«-ostly to a <tate than the e<tahilsliiuent of their own program Ji^ While the 
Kedenil program iiriKinnil.\ was implemented in the .s4ate?; on a "tenij»orar.\ " 
liaslK, these states roatltiuatly hnve Ktimtded on sur«vssive exteif>4t»ns of tlie life 
of the KHerally Itisured Loan Program -ami they have wotj^ their liets. '\VlHit 
state coveruor would svriouslv ask his '«*uislatiire to appropriate funds to i«iy 
for a proKnini tliey are now KettiuK for fr**** atid when tlK*>' se** tio prnstK'i't of 
It eVplrluK? CoiistitiU'iit demand for this tiro^rani is now nnuOi stronger in 
the ndd t!>T<rs timn it was jinok in the mid 1!HUr< \\1k;11 nniny of the r>() states 
had never truly ex|>orlenre<| the heneiits of ;i statewide program (or hud had 
<Hd.\ a short.tenn. ineonrlusive exiK»rien«v with oj^m. and their eitizetis had 
ft«it heciiine arrUstomnl to the availaldlit.x of tlii>< form of us^'istaatN*. Itm*nt 
eMM*rieni*e with the vast piiltlie reartinn to tli^' new leiri^lative anuMultuents 
"•hnuld ihdhate to sioiie deurree the pressure wn aroused eitizenr.\ would nhiee 
oil :i state If the '^ti'miK'rJJ r.v" Kedf»ra1 pro^him was to he ^iveii a definite 
e\iiirati«in 'l.i?.. ami it wa^* sirn that tin* '>tate was not takin:: steps to a^sare 
thf f oatiiiuation «tf sjuuiar Iteueflts tu its i^itlxens estahlishiuK a stJi^te pro- 
::i*ani. If tld*< alternati\e i^* i:iven serious ^(-unsideratioti. there would he (-ouie 
iiit rit tt) a\i>idln^ a sirt^lr. iiatltirn\ idi* e\p|hition date of the Ke<lerall> Insured 
t.«>an Prot:ram. Hat her. it nii^ht tie m»Ve approurhite to Iap''<' the Fech'ral 
prot:raai within iudi\Mnai sfittes a s|«M>1fh*i1 {H-iind of ttnie Ml moutlisVi after 
till* tinal da.\ of eai h statr*'* n<'\t re!:nlarl.\ si licduled session of thtdr le;rislature. 

This alteruati\e aKo would reipnre the (%amre«<< to reexandue the <'urrent 
parameters within whiih indhldnal state aKetiei.'** have Imh*!! allowed to tailor 
their loan pr(»::nin)'> to eoniplement otiier existiri;: state student as<{staare 
proi:raais and state lil^eer e<lueation fundiim troaN. (For example, stnte 
:i.fii<ies turnntix are |>4rruitte<l to rnahe ihotieK nf horrowluK maximnins f.<ir 
hidi\idtml .aeadendr .\(ar^ w Idi h ran;;e fn^m .<1.(HK» to $L\ri(K). ) Many of these 
^t.ite Mptiitlis are not undesirahh'. Hn\\i'V(>r, it would lie most nnreusonahle for 
tin' «*on::ress to allow ,10 state a;:eniies a 'i*:iri;;e of eheSees. and tlu>n ex|>e<«t 
TjU ideuthal respon'^ew 'phc present \ariatinns nrieiii^ state guarantee .'i;:en- 
( ies liears testlnH)ii.\ m tlii«« (It sh'^uld he stated, however, that any suli- 
^stanti.al "tlirhteuini:" of the^^e f*a ra(.,eters. 'without first remo\in;: the alter- 
li.ittxe of sin)pl> intplenu uttitt: the Federal pro^nuu. dt flidtelx loiild result In 
the sudden aequi'^ition of s«.veral more ^'t'ed^nil" slate*«.) 

<*. Maint.aiu a Mixture (^f Hoth Fe<leral and non-Federal rro;;ra«Ls. 

1 Si'ek to aeqnire n)oro FVderjil states. 



/states. 
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A coiitliiimtlou of tlM» njrn^iit ULi«irity tii tlio I-V«U-ml Invrstiiioiit Varinhlos 
shoiihl aceoniiaish tl.ls Koal wltliout the ucimI for fiirthi-r pro^-mni luodincaitioii. 
- 2. StH»lc to acfluire more guaraiitiM' a>:t'iu'lr.<. 

To realize this goal, all the Ftnloral luvosnnout Varinl»les uoitltl have to Ik. , 
ottualUiMl for all «)St.tati% antl. hieally. at^Twist rtno t,f the variahk;^ shouM 
ZiM In all states at le^ than UK)7.. Tlu^ key l^^rVAa S 

is to estiihllsli a foumlatioij.»>i u lilHi a state may rh.:oM. to l.uihl. the comb ii - 
ti«ai^ of Ftslenil Investniont Varlal»U»s are entiles^. For liistaiH-e. nitlier than 
Irisnrhij: W^/c of Ihe tlefaulte<l prlnelpal liability In half the states .rei";;"*;; 
Ur'S<KA In the «»tlR?r half, the j:"veriinieat conhl eonshler lusurlnj: or reuisurliu 
^V/c (»r lK»%.of'tlie (lefaultwlM»riiitlpal liability In all statt^. (t"ur stales 
c»irrcntlv'ure'fniietlonh)j: xvittJ «n m% or a fH)% pumuitce.) A state couhl 
elfoW to Knaniritei- the mualiiiim, 107r or 2»^K or U in«y clioa^e 
The-ncludiml liiinvtlicnt In siKcessfiilly millzlii^' this alternative U to he eiT- 
tain tharn-state will not realls?e any Hnanclal piia by lInpleIuentlu^ *)r n-taiu- 
injr tirt? FHleniTly lu>«urea I^Kni Projinna. ^ ^ , , . , i.v.h»r..t 

X Attempt to stabilize the enrreut Histributum of Fe<ler:il au«l non-tedenil 

pnwinis. ■ ' ' ^1,111 

Couiiilete stability is nearly inipo>«sible. The program structure wliieh wouhl 
ef»me the closest to this goal wonbl he tt» t^pialize all Fedenil InvestnuMit 
Varlabk-s Ul nil states at l(M>7c Fcih'nil funilin^'. 'Uutriis eiivinanuent. the 
FtMlenil states WoUhl continue, to have little vHct»nlive to establlNli ne« Ueies 
"lextvpt nmybe for the ailvantaKcs of Imiil atlmlnNlnitiiai. au Incentive whirh 
uilKht be «»:isilv offset by simple inertia or a tllsineJination to ;:et iuvolveil ju 
administrative' -nsl X\m" wlu'u it is not nMpiin-a). The mai-Fedenil >\'.\U*^ 
wonhl n»;illze no wiin by "^rianj: Fcdenil." n«»wever.| this Is an expensive s.tiT- 
native, and it has onlv tlip oMn r siu;:le .advanta^j.* of pnf\i«llnj: au'l retamnr^ 
lm-:U servielujc staff and the other iK'Ui'fits of Iik-jI atl.".ih{iNtnition when the s^ate 
in «iaestbm has an establiNln^il agency. t 

The' tmid towani "^'oIih: HiMlenil" can l»e partially statnllzetl (or at least 
r*^tax«bM?») bv brlnu'inir ^\\\\Xy to stuue. it" not all. of the t%ih'nil luvestuient 
Variables. There afe enrreutly two FediT.d InvestuuMit Variables which are 
• juirtteularly !riadsJe^:ane to state aKencirs; 

a. FtMlentl liabfUtv for defauUetl aiiTued i«tere>t a:aount.s. 
TV.ttl r.Hi the Fe<lerally hiMireil l.o:nL, Trosnnw and «if thi* st:ite 

ffitntar.t«'tMiKencJv^ did niifrJn-nire ai crnwt iTder-.».sk In «Uv F«^leral >tatute' 
v-Ms; clu-i/iKed tf> Insure iutVrest in the t\-*ltc:d pro::r:na. bw^ u slaijlar si"»;V«>- 
ini'iir t^t n'in<nre inten»>t in the nc^n-FwV'nil states was mn iiieludtHl. 'Ihe 
evtabltshmenr of SAIJ*1B,M:\K lias nmde the in>,nr:iuit» of iaUre'*t pnuthidly 
inaniJ:it*V^. if the Uniu pji|K'i* In tj» be n-adily «iarketu\ile. Il^nrewr. tJie sr:He^» 
iv5>'> Uo m»t inkurerintercst are fx^ced with the potentia) threat Tnat askin;: their 
leul^Istorx r/> assume nie»n' *b f;jnlt lialnlity at thN r?n:e co'jhl iie the "stniw 
that bn^Ke tln^- cflmt^jyi'avk;' yivnitinjr in the impiomentatlon of the FtHh nil 
p4i>u'nin! iu that stwr. . . . • ' 

All sh.tes v.-ho furn uti.v ar^ insariiit: interest will f^e»» a ens!< \\ ihe < on^re^s 
ad*>pt anr fiiture legislative pn.visioa which might nipiire the dvferral 
'*f aeeruln« luter^»^t nn uo^i<5u1isi<M/.e<! h.:in»* durinii the peri »n of tiu:e the Vnv 
rowt-r iK In ^ehtH»l. Suvik ^> pro\IMn!i will add si.b^t.'J^itially to t!»e dollar ane.wit 
of i<ivU d*»ranlttHl -lalm. l'nle.<^ ^«ih «»ldit!nna! amounts ;vere reiusurKd". iwwwy 
>;ra(e tistal i»t!if. couhl iVianda/e rhe ahaJidoiinu'at of the srate program and 
the ujipleiaeut:itioa of tin* Keder:il /iro-raui. 1*lie ideal enviroiuneut uhieh 



5 oi* "I til*- I f 'n-i.ii I'x'^,...... .... 

wowla ft^ttiT!! Mir -it .If I- M^T'^hyi"- the gn'ate^st yiuouht of protiftion wtiuUI be th< 
-.f*,^rPi®mlj7-atiiau of tJiIs Fed. rat !ti\vt»n.e»l Varhibic 



\m^/r fft- all TiO 

♦'en WW rei»5M|nn»i» i>t this ainoaiit uonbl be heS|;fn!. 



states ItoweTfT, i-'f«i un .r, _ i-..-iiiip«i» ■ ^ - - - 

b.^Feder:*! Uabilit.i for eoIh-< !iou ei»V>* and •the pursuit of defaulted chuais. 
.Many' state awm j ;»«hainisrr:ifors aire frenm'iUl^ questiouiMl by dolhir 
c<>n<tii'jn«i«sr;ite oinriaU ami legi^lat"^s as to why the agency must sjicad 
am'.uiits i:f nioliev oM the ci.llectiou of^ tlefaulte«l accounts when these colh'V- 
tio« costs often excerd i!a» 2(V'"r of the ei»!lci t«nl i»ayments uhich the asreney 
may retain oa rehi*«nre«l account**. IVognuu administrators are oim asion:iUy 
adviwMl-to accept th< ll<*t%*h»^s uad eliminate the expen*«ive cojecflon functif»ns-. 
tt is fJitfif iilt for a program a«luilni.*»tn!tor to explain thr.t tbe^adoptioii «»f <\m U 
(%\\ attitude wouhl result in the ccineellallo?! of tlje stat*»'s 80C^^ reinsnraiire 
prlviU^ge.-. which woubl rotiulre t!ie ^tate to a<svpl !nc mx'/o in.'^'aranee alter- 
• native In Us phu-e. In spite of the fact that loglMat^w i«i.^jui4cs to i\K euntrar> 
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can l>o cited l>5^ state prognitn Adniijii^trntors. their Informed stnte officials ni>d^ 
U'l^islajMi.'S, :>lfter considciln;; the availability of the alternative federal program, 
form tlie ojJfoioij that the Federal government is nott assuming 80% of a state's 
^llal)iHtr. bnt, rather. t{u>t the «j[ute Is assuming 20%. of the Federal goviiii- 
ment'K uabllUy, and i)aylng a vVy administrative price to do sa 

To bring total eqtiit^' to this Federal Investment Variable for all states, the 
Federal government «houlU assume 100% of all collection costs for all 50 states. 
(If to'tgl equity Is not desired, the current 80%-209o reinsurance "split** seems 
a reasonable request «n the i>ftrt of ths state agencies.) For administrative 
eas€. and to eliminate jjotenfial fultire disagreements concerning the legitimacy 
of specific collcttitoicostfr, the Congress should legislate a flate percentage for 
collection costs xvlilch could ^>e deducted from ireinsurvd recoveries. For instance, 
the Fecleral goveromiEMt wouhl pay the stHto S0% on a reinsured claim, and the 
,StJtt«. Tr#4dd return a flat 150% of all reeovrries, until such time as the govern- 
mivntvl^tis bc^n reimbursed tor 50% of the dalm plus interest. (An equitable 
peneen'tage fijoireican^ established by a survey of the average collectfou cost3 
on deUnUQ^nt los^n l>ortfoHos: Due consideration must be given to the fact 
tUat gnamnte^*agem'I,e*»hjJVe collection co.*«ts on accounts that they are not 
* suco#h»sful ia#ivcovectiig which often exceed the costs of collections on aocounts 
U'hich .'ire tilllimatirly fully recorered.) « 

R?f<4TC0 FOtlCY QOr^ONS WHICH MUST BE % ^ 

A. Wicfifr.TesiMTnglbtUty !s it to bcrtr the cost of this nrogram? 

1. The states? r = 

The Federal governraont? 
3. Is It to" be shared by tJae> states ami the Federal government? 
^ 4. Are the full costs to l»e im^HMl directly on to the borrower by a .system 
r>f application and procoJ^i^Ing fees? ' ^ 

B. TViiat valne is to Icc j)3aced on locat program administration? In dealing 
\rtth WdeA? S<}hools? Students? The general public? 

C. "What disct^tion should individual {fimmnuTrs have in establishing student 
^Hgibitlty criteria? Should the Congress estate ish parameters within which 
the guarantors mrsy design a proj^raio^ Should the Congress establish absolute 
eligibility crtteria, and, in light of the easily aN-a liable Federal program alter- 
nati^H;. what Incf'ntlv^ could bo given a .state for the adoption of .same? 

I>. $hoxiTd a universal iipplication form ln^ mandated, or would a substan- 
tialJ> common scliool cer/ificatlon section suffice? (The schools are practically 
the ^mly patty to! th« ai^:lfCation who deal consistently vrith several different 
' guav:intor&) " ^. f ' 

E. Should the .state ajA^nclOfi he offerwl access to the national student master 
computer ftje to o?M»qk mr QCttvltios with other guarantors and establish the 
s^ndKiVs remaining doUhx^jr-ntitl^M^ient under the statute? (All of the larce 
agenrjc* already are comp«terl3:«>d and could use telephone ifnc^hookiyw directly 
lnt<# the I^ederftl srstem. Or. computer taj)es or canls colild be exchanged.) 

F. T.-^day nt le^t^t twenty-nine states serving $0% of the nation's |K)pulation 
axe pWcN'sing wtudent applicxitlons for financial assistance. Pre.<sently there is 
*rt«n1ly no coordEi>atlon between fate* and Federal agencie<C Students seek- 
in;: aid slmnltant%i>*:^y from different programs are ..faced wUh nndtiple 
eligibility criteria, multiple application* forms, and multii»le deadlines. The 

, delivery vehicles for all forms of student financial, aid must be reassessed, and 
one of the foil owing. goafs chosen : 

1. Administration of all Fe<leral aid programs handled soUily by the Office 
of Ediiratloh on a. centralized ro regionalize<l 1ms!s. .* - 

a. Stijdent appllilations to he processetl by, and individual student eligibility 
determined by, the Office of Kduration. 

h. ^Vortld r^awire rather specific and i^recise student eUgibllity'^criteria to be 
employed. ^ .4 

c. SepHrate iipplication process required to (a.srablish eiigibility for.*5?tate 
awilfitftnooi ' - ^ 

(I Would require vehicle for the coordination of aid "packaging^ to be 
^tnbliBhe<l .between the adjidnlsterlng agem*ie« 

fs Tend lo promote h "fitufcnt ronsumer" concept in <vhich a student may 
first establish his eligibility for nssKstance and thtMi Identify the school which 
^will best serve his educational nceda. 
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2. Adiiiinvstnitioii of all Fedorat aid pt;(Hrrams delegated to the collejfes and 
vocntior.al schools having program elisilnlity. ,-„:t»Mu^ 

.a. Strident applications to he processed by, and individual student eligibility 
-aiiteriiiineil by, the school aid counselor. . ^ , , 

b. Student eligibility may be rjit.'ier specific and precise, or flexible ana sub- 
ject to interpretation by the scliool c(»uiiselor, as is currently the cast*. 

c. Sepanite application procesJ required to establish eligibility for state 

^^d.^ ravaging of state and Federal aid Wforuied liy tlie school aid counselor, 
e Tends to weaken a -.student consumer" concept since student must seek a 
school on the l)asls of financial considerations in addition^o the academic 
<^insi(leratloiis. Financial assistance can vary in amounts for iii(liv|auai 
students, even anuTng schools of similar costs. 
: . 3. Administration of all Feileral aid programs contracted to the state a*.en- 
<jies resimnsible for administering sta.e student aid prognims. • 

a. 5>tudent applications tabe procefsed by, and individual student eligibility. 
determjne<l by, the state contractor. ^ , , , 

h. O'Jli application wonid suUice for all state and federal aid- • 
c. A\T>iild re<piire rather si>eciflc.anti precise student eligibility criteria to b^ 
employed in the Federal aid programs. ^ , ^ , , , n ^ 

(1. The central packaging concept could save both state and Federal dollars 
Whii'h arc lost eacli year through **(A'er awarding" due to poor coordination be- 
tween programs. _ / 

e. StronglK,promotes tlie **st;udent consnmfer** /concept. ^ 

f. C^onld delude an optional feature i>erinittiiig the school counselor ta 
^•overrifle** the computed eligibility for Feileral dollars. 

jCHAl^TER II.— T.VRGET POPULATION OBJECTn-ES : WlIO SlIOULD THE PROGR.VM SeRVE? 
I. THE OarciX.^L PURPOSES AND EtFEeTS OF THE CUARANTFifeD MAN LEGIsftvTIO* 

A A Gunrantee<l loan concept, using private capijtal along with the invest- 
% inont Of iuilividual statesAiAM h-ss exiien>iveMo the federal government than 
\n b»an program fuHv fuKjRTand administered by the* federal gcJverimient. 

K A Ouanniteetl b>an concept already was openitlve In .several states, and 

• the concept hftd proven worKlible. Alsl^; the existing programs offered an at- 

• traetive base on which to Imfld. ' * . . , ^. ^ 

C \ Ouaraiitee4l loan \vh^ tjie only means by which the private lending 
conimnnltv would ofTeffr otntVniseMim ecuml; bm- interest loans to<students-> 
I> A Onarant/>ed loan concept, working through conihierclal lending institu- 
titm was emiiienllv suited to !i.t^e the (then) middle iycome target population 
liecau^e this income gnmn was most likeKv tp Imv^. (jr be a prime candidate 
for, other banking reratioii«:hips. a fact wliVli would make such a program 
jiiore attractive to com menial lending institutitms. / ■ 

K A Ouanintwl loan provided the middhviucoine fftmily a loan of accom- 
• niodation which tliev were i)erni(tted to use to replace anyi or all of tli^ 
' IMM U'd /amilv contribution" as coinpated by the tniditional m»e<ls tests. 
^ Y \ l^ubsidized Moan was a le.-^s expensive aJterflative to offer the middle 
iiHiane pi>pnlationf than Jlie tax credit for educati(mal exiJcui^es proimsals 
whirh were being fffered at^Jbe .«ame time. x> ^ ^. 

0. A- Rubsidimlj loan, elimiiia^^d the need to choose* between two unsatis- 
factorv alteriiatU-4s. either of which would increase the "rlf:% factor of the 
loan if the consumer would have ))een requiretl to pa.v "Is own interest: "^liey 

. m^qaire the student to^)eriodlcally/l^ay his Interest while, he is a student, 

evnr though his income is minimal : or . 

*> Ueqnlre the ,lende^ to defer tfe a/cruing interest collection until the stii- 
<len"l leaves .scho61 (adding flie deferred, interest to the principal amount of 
tije student's Payontr Xiite). thus obligating the student to attempt to manage 
n greater niouthl^' payment when he leaves school. . " * 

11. THE CENTRAI. ISSUBt IS niGHER EUCCATlON A RIOIIT OR A PRIVILEGE? 

A. The low income stmtent: • ^ w ^ , 

1. fannot pajf educational costs out of current income 

2. Kequires ri umcial aid in ordVr to attend .school 
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\ ?• aimlysis (•oiitrll)urinn ounv.s ro(|Uire little, if anv, con- 

trihittioti from tlics applirant's family towards lifs educational costff 

4. Student often receives a financial .aid package approxinmtinj; his total 
cost of e<uicatioti 

5. Personal sacrifice ol exisitnj: fa'niily stauilard of living: not exacted in 
tne evalnation of need for assistance. *^ 

• B. The hiRh-inconie stmlent _ 

Can pay edHcatit)naI\costs out of current Ineoiue ^ 
2. I>oe«jiot.require finAncial aicl Yu' order to attend school 
3rPersonal sacrific-e of existinjr fan)ily standard of Ifviufc Is not an issue' 

lK»cauf?e of the hiRh iiiconie levels which easily uceonuuodate the educational 

costs. 

. Q; The nildilh^inconie student 

1. Often tiinnot pay all educational costs out of current income 

2. .Often requlrej^ financial aid in order to attenct school 

3. Financial nee<ls analysis contrn)ution curves re<iuire falrlv suhstatltial 
ciuitributions from the applicants family tox^Jmls his educational costs 

'j. Persfuial sjicrifice of tlie famil.v's achi..ved standard of living is definitely. 
e.xtHHrted in any evaluation of need for assistance. ^ 

Loan prop-am administrators sense that there are thoso in the Conj?re.ss and 
the Administnition wlio sH'k a clian;:«» in the perceived original purpose of a 
program of snhsidized. piaraiittH^I loans for middleincome families. The »100.-» 
le^rf.slatiou apin^ared to pive re('ojfnitiou to. t% fact tliat middle income fam- 
ilies were Imvip- ^rcat difiiculty nieeti)i« the ffosts of a opst;secondarv educa- 
tion (esiH.K?mljy at private schools) withoiAa preat ktuouut of financial 
fiee. Jhtse famflles were nsimlly not eliRihle for any otjier sources of student 
nsslstan#e because the traditional f(»rnuilas fqr distriliutlns: available financial 
aid dollars required family contributions representing' financial Sii<*rifice in 
the ca.se of ^ahldle income fan)ill«..4r"Ref«fc|(» the Implenumtatlon of the Kduca- 
tfon Amendments of 1972. these families'lvere given the Alternative of a siib- 
sidlzed loan to replace part or all of any cfuuputcd "expected faniilv 
contribution." / ^ • , 

^However, in evaluating the effects of the Kducatifai Amendments of 1<>72. 
there are-. those who nu'rel^v seek to determine whether any ndddle income 
students are being deprived of a post-secondary educatitm without %nv eoncern 
as to what the cost might hare been to his family. Such qih^stions presuppose 
tliat it Is the purpo.se of this pn)gram to a.ssist only thoso students who would 
have no access to a iK^it-secfindary eduaction if the loan funds were not av^ill- 
al)le. If such \fj the easf. then it must be inadi* cjear to the public that the target 
pr^puiatiou this program is to serve has been cllanged over the last eight yeais. 

nr. THK TAKOKV eOiU:i.ATI9N OPTIONS 

In order to estaldish a strong. wvU functicuiing Guaranteed Student Loan 
Program, one of tije fiv(» target popuiatinn opticms following must be chosen 
as a definite goal j)f the program. 

A. how Income .Sttnlents cjdttmrli/. <»fferinji no .^)ftrce of .student assistance 
to a student fnau a middle lncr>me fautily. ' * - \ 

11 IjAv ^Inccaue Students whunrUi/. but without excluding those middle in- 
come ^tudents who have sufiu lent intluence u itli lenders to secure fupds. (The 
effective target ifopuhUion at* present. ) 

r. Middle Income ^^udeuts cn/z/x/rc///. directing the low" income familv to 
other financial aid programs for a.ssjstance. " ' ^ 

r> Middle lucona* i^tnjjU^uts'jirhnarifi/. hwt \vitliout cvcluding those low income 
. incom<» students who^have sufficient innnence witli lenders to secure fuiuN, 
(The ?N»rcelved original VM)') iegisiativ(> intent.) * 

K. •Ih)tli Low Income and Middle Incrane Students rffualU/. 

* ' . 

rV. DKStO.N KI.KMKVTS FOR SrCfKSsMj^. ^0e^^.VT^^• *'T.\«GKTI.\0'' 

Once a definite hirget popuhitlrai option from above is .selected, the tliree 
design elements rerjulreci h» arrianpli.sh tlie turgt-tlng nnist bf*t<itall.\ co.MMstcnt 
among themselves and ^wlth the r»bjer'tive. Tin* current state of the program is 
the result of design elements which are inconsistent with the .stated objective. 
The three design ei(>inents are: p 

A. Student eligibility criteria ^ 
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' This design e\ent can infen.xeted broadly ft^f '7;, '"^nf" i,!sUtuH..f aJ- " 
to contribute rowa^^ ,„;,y „pp„e„ inter- 

nests of non-subsidi7.e<l loans as they compare to -subsidized loans.) 
'^i^I^^'^r^^XL With the flexibilitl.l.icU P-jf, "'^^^ 

^vhen^nd liow frequently. esce,.tions may be '""<^f ,>^^^^^^^^^ 
l^eTx^fit/^sS o^rffir ;;S.lln?u!^ S.^ti^llar-results of 
the financial needs analysis system. 

^leficieney in this one design element 

V ALTERNATIVE DESIGN KLEMENT STBUCTUR-ES 

""'""'ll^ TOerTwilU^'l^^ertlaU^^^ from many schools wln> have employed 

the and CSS systems for^ many years and have some Ueep-rooted 

'"•'^'unless ACT. CSS or another contractor undertakes to offer computa- 
tion IS^. il.eneX needs test would place all , " t ' ^^^^^^^ 
Imtation" enAonment and nearly grind processing to a halt at the busiest 

• "Tsl AYMVetli^^uie results of the needs test are Jmnd compi.tejl or comimter 

tion results. Many Aii^aist aiul September ni)i)lioants ^^il!^t vecmt lonn 

^"'(t ilJii'V^lenTLlstenre of"?h"re" m'aJor national needs ana.lvsisWstems 
(ACT nFOG a^^^^^ 1'1«« individual needs anaysis systems for the 

nwaSinrof sta e financial ai(l heni-Hts. already is very confusing to niany 
Atlding nnoll^^^^^^^ «-V«t<'n> is l'»'».d to ereate more confusion, and 
p&iany result in ttie wrong systen. oceasionally being used to detern.ine 

*'"S"^orKMng Z^^Z^"^^) ditterent nee.ls analysis systems will 
gr«my coSicare tla. sc^ c-otmseb.r's responsibility for constructing an 
'lid imcknire which does riot exwd a studl-nt s ' need. 

(0 TnTschoo counselors wmdd face formidable ta.fk* in e.xi.laining to 
a sttuUmrnnd his fmnily that their "e..i.ected family contribution- for a 

389 



380 \ 

;\ • i! • . • - • 

Notional Direct Loan Is $2,000, but the* contribution for a Guarnnteed Student 
Loan Is only $700. This will Inevitably Incite the question from the public 
, * as to which Is the more accurate or ^treasonable" to expect fropi the family. 
In light of ;tho true family circumstances. Such a disparity could evolce 
publIc^3U9picion as to whether the historical measuring devlces^aiie truly 
» "rea Wable,** or whethe^f they merely renresent arbitrary devices for, allocat- 
ing limited funds to families who are- comparatively **mo8t needy'? while 
trylngltp give the illusion of meeting the families' actual need, but without 
doing, so. Arronsing public kiusplclon regarding the vaIIdIty*of th^ historic 
means of distributing financial aid could result in a crisis in all financial aid 
programs. » 

. b. Instea'd'tOf a "needs test" concept, employ an ''entitlement" concept There 
•re two. tyifes of entitlement concepts: • . < . 

(1) ' Thei absolute (or "yes/no'') entitlement concept. 

An. absolute^ entitlement concept deals with determining a student's ^eligibility 
for the benefits he seeks, as opi>osed to determining the amount for^whlch he 
might ;be eligible. (The original $15,000 Adjusted family Income^ wiling for 
interest benefits, represented a very simple form of determining absolute en- 
^tlemeht "for benefits.) ' 3 

a. For those who favor the retention of the adjusted. famlly4ncome coiK' 
cept of determining entitlement, byt who simultaneously are concerned 
that the current formula to determine the adjusted family Income Is not 
sensitive enough to certain family circumstances, the Adjusted family income 
formula can be adjusted. Subtractions could be made for all the off-sets 
against Income allowed In computing a family's discretionary Income In the 
BEOG needs analysis. In the most literal sense, the discretionary income 
Namount Is an "adjusted" family Income. Of course, many variations on this 
theme are i)0S8lble. * 

(b) If relative simplicity of formula was retained, .the student and lii» 
family could compute eligibility as they did with past adjusted family In- 
come , computations. This would lellmlnate the computational delays cur- 
rently being experienced with the needs test, and help relieve the July- 

# August-September "log jam." 

(c) The "15/15 proposal" Is a variation of an ab§olhte entitlement 
concept. 

(2) The amount entitlement copcept 

The amount entitlement concept deals with the determination* of a dollar 
amount of benefits that a /student Is entitled to receive. ' 

(a) Following is a/ simple example of one additional formula which is 
given solely for lUustratlve purposes and without defense of any of Its 
components: I 

l$2500-f$750x+^1500y-.25z 



x=nnmber of dependentH 
y=nnmber of fnn^Ily members In post-secondary education » . 
^ z=ad justed gr6s& Income from Income tax form 

> (b) simple amount entitlement formulas could be computed by 'the ap- 
plicant ni^d his parent. , e ' > 

(c) The amount entitlement concept differs from the "liberalized" needs 
' concept In that references to. and computations of, expected family con- 

trlhutlons are avoided: thm eliminating the necessity Of explaining tho dif- 
fering contributions to families to take exception. A secoml difference Is that 
the amount entlfloment Is based solely on family financial data and usually 
does not Involve a comparison of educational costs. (An amount repro!«<»nt- 
Ing edncatlonar costs could be Inserted but not without 80jne dlfl5cul ty and 
further complejclty.) ' ■ ' 

(d) An amount entitlement concept- If used to determine eligibility fof 
federal Interest benefit^s. would have the same negative feature as the cur- 
rent needs test concept does now. It often will result In 9 student\« loan 
request being partially eligible for subsidy. Given lenders' current attitude 
toward non-siibsldlzed loans, and given further lenders' almost total boy- 
cott of partially subsidized loans, an amount entitlement used for determln- 
^Ing eliqibillty for Interest benefits could potentially deny many students 
their rightful maximum loan amount. 
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3. Instead of any determination of financiali need or entitlement, conqiletely 
.eliminate all financial eliKibility criteria. . „ , , , .„f,^ 

The^questron must be answered.as to whetlier the collection cons deration 
of ^rental financial data is reWStant to the guaranteed student loan prosmm. , 
The following comparison Qfythe accepted presumptions in the awarding of 
gift aid and loan aid bring the question into ^oeus : 
Gift Assistance , , • 

Educational costs are permanently relieved. 

, Educational costs are presumed to be th^ responsibility of the paieiit^ or 

EcfucatiS^ costs "a*?e iinme<liately paid hy the gift assistance at a" time 
when parental fluanclul infonnatiwr could be relevant to the transaction. 
Loan Afeistance . * 

Educational costs are merely deferred, noi; relieyed. , , . ^ ^ 

Educational costs are legally the . respoftsihility of the student, not liis 
parents, the minute a guaranteed loan promissory note is signed. 
° Educational costs are paid, (as opposed to deferred) by the student after 
he leaves . school 'at a time when dated parental financial data is no 
longer; if ever, relevant^ , * * 

As financial eligibility criteria relates to the eligibility for federaB interest 
beiiefiU» thete are two conditions under which such financial eligibiUt:^ criteria 
can he elimtoated. They are : 

a. Retain federal interest benefits as a feature of the program. 

t>This is :a f'ostly alternative which would nmUe virtually everyone eligible 
' for federal interest*benefitS|.(The criteria could be removed for some students 
as in the **15/irh proposiilA§)Ut this is truly an entitlement concept variation.) 

b. Eliminate the fe<leral interest benefits. 

This would result hi a fantastic savings to the federal government However^, 
care must be. exercised that muoh of that savings is not also the result of a 
decline in default payments and administrative costs brought about by the 
total collapse of program application volume. ^ ^ ■ 

• Alternative* means of collecting accrued interest from the borrower are listed 
•-aritrdisciissedrin the Apiwmlix at the end*of this chapter. It is difficult to en- 
vision any of the alternatives as being-equally attractive to lenders as tlie 
current program of interest sub.«;idy, and liiiilted surveys of lenijers liaye con- 
flrnve<l this. Adoption of any one of the alternatives as a vehicle. for eliniiiiatinpT 
all fedeal interest benefits could result hi reduction of appyicatlon volumes 
which could range from moderate to severe. ' . , . , « 

However, some of the alternatives Misted definitely represents viable means of 
increasing the numbers of non-suhsidizc'd loans currently being made by lead- 
ers, and could provide an excellent complement to a program of restricted 
• interest subsidy eligibility. ' ^ 

B. Interpretive Flexihility (Alternative DeMgn Element Struvtures for) 

The degree- of interpretive flexihility allowed a school and lender under the 
current program has been a source of dis.<*atisfaction to many people. Tlipre 
is a great variance in the interpretations of .schools and leirtlers regjvniiiig 
their perception of just how uiucli flexibility they truly have in modifying the 
results of needs aimiysfs computations. If creater flexibility is desired, there 
are 'potentially two alternatives to investigate': ' ^ 

1. legislative reniedv. The altermitjve of legislative amendment offers vir- 
tuallv limitless option.^. The (Vmgress couM choo.s-e to make the results of tlie 
needs analysRj virtually hihdin^^'Jn alL^ases. It could choo^^e to ma7<e i,t totally 
noii-bindin;? on either the school's ^atmiiienilntion' or the lender's llelihera- 
timiR or it could chonse any sh:ide*of flexihility t)etween the two extremes. 
However care mu^t ho taken that any dcgrt^e of intevpretivf<51exihiht.v be con- 
sistent with the targijt populationYoahs aiii^^the other target populatioib dc^-i|?n 

T^dministrative remetlv. The limits imposed hy the wording of'the current 
statute would pormit few, if nn>. iriterpretatiims which mi?ht increase a school <? 
or a lender's interpretive flexibility. The status 'fairly specifically define*^ the 
limlt*^ of a schoors flexibility. Perhaps more fl(<xihilityj?ould he given a-^ender 
o . in his intr^pretatlon of the schoo!\ recommendation if the following presunip- 
' ii/ms could be supported hy coun.^^el : . ^ i."f 

a. The status rcuuires the scIuujI to determine a student's amount of need 
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in rioth the under $15,000 and $15»000 or greater adjusted family iccome 
categories. > s ' , \ . 

b. The statute required, again in both categories, that in order for tlie 
student to be eligible for fe<loral interest benefits tlie school must forward to 
the lender a statement recomniending a loan in the amount of the student*i$ 
need' ' . ' 

c. 'In tlid under $15,000 category, the schoors recommendation in the amount 
of the i»tudcnt's need rniay he zero without totally precluding the student's 
'cUgibilit.v for federal Interest benefits. (This ^ currently ^tbe^case.) ^ 

d. . In tlie $15,000 or greater adjusted family income category, before a school 
inay submit to a, lender a statement recommending a loan in the amount of a 
student's need, he must first determine that the student is *!in need for a. [any] 
loan." TTiis determination presumably is made by employing essentially the 
Kam^, process used io determine a student*s "amount of need." If sueh determhm- 
tion shows th^ applicant to be "in need" of any loan (of one cent or more), then^ 
and only then, is he authorized to make a recommendation to a lender In the. 

* amount of sueh neeth • * 

0. TheVo is a definite, intended distinction between the terms o^amount of 
need" and *'heed" (ns the latter is employed -in the phra.se . . to be In nedd of 
a*lban . . ."). The .terms and meanings are not interchangeable in the statute/ 
Where the term "amount of need" is employed, a student's anumnt of need could 
be zero wilhout precluding his eligibility for inter^;<t benefits. The term **auiount 
of need" does not imply the re<inirwl presence of "need," the latter implying 
that some disiwrity exist between a .student's educational costs and his resources 
to meet tho?2 co.sts. 

f. That the statutory Inngimge places Us the .student's primary eligibility re- 
quirement for interest benefits that his school has forwarded to the lender a 
recommendation in accordance with the statute which can onlj* be done by the 
school if: (1) his adjusted family income is under $15,000. or (2) his.adju.sted 
family Jncome is $15,0(10, or\nore and the school has found him to be **in ueed." 

g. That once the stmlent s eligibility for interest l)en.o'fits is so determined, 
because neither the text of the legislation nor the conference reiwrt indicate that 
the lender is to regard the .school's statement as a decree rather than a recom- 
mendation (generally defined as advice or coun.sel). the lender should not be 
bound by the reconmiendation nor should he be required tb give any form of 
explanation for any deviation from the reconnnei?tRFH^ after giving it liLs 
consideration. ' 

' 'Hie above alternative interpretation represents an ahsollite rather than an 
anumnt entitlement cmicept (discussed earlier in this chapter). Kven if this 
interpretation should eventually be adopted, however, nmn« lenders (probably 
most lenders) still would not exceed the .school recommendation in mo.st cases, 
especially where a student is certified to have an amomit of need which is zero. 
However, it would yield more middle income than are now being made. Perhaps 
it repre.sents an interim step to corrective legislation, but it would not solve 
the actual problem. * ^ 

€. Athnlnistrativc, Him illicit j/ 

It Would tal^e legislation to bring true admlni.strative simplicity. In seeking 
this simplicity, one nna voidable dilennna must be faced and rtji^-rfgnized. In the 
science of emluating family financial strength, the element of simplicity is not 
compatible with fbe desired element of precision. A simple eligibility forjn'iila 
(like the earlier $15,000 adjustwl family income ceiling) must he less precise 
than other formulas because limited data is collected and the compntatiou^^nre 
not complex. A .siniple eligibility l|u*nni]a expo.se.s the progran. to .some proliabil' 
Ity that certain unintended iMirsims will benefit from the formula. 

On the other hand, a more complex formula which demands a, considerable 
amount of data to be .subjected to very complex computations, will .serve the 
function of eliminating, more of the unintended persons who might otherwise 
rec(»ive benefits. However, this same fornnila will al.so frighten, frustrate, and 
discourage* tho.se very i)er.sons for whom the pr(}gram was IntemhHl (not to 
nieution the los.s ^f support from admiuKsterlng schools and lenders). 

The ehoiee to be made is nqt easy. Does one choose slmplicfty. which may 
result in i*ome persons getting benefits jivho should not? Or^ does (me choose 
preci.sioh, whieh may result In some persons not getting benefits who should 
(as is very definif ely the current ca.se) . , ?• 
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ALXERNAWE MtnnODS of C0I.LKCTI.NG IXTi^RESX DtK FKOM B0BKCfW'ER8 

1 .Require the student tc» \nfy ncoruiiiK intereJit lUTiodifally wliile in J^c-hool. 
(Cftrre^ntly tlie most common jmunier of collect iiij; interest on iion-siiljsidi/ea 

^*n"^Greatlv*increaKOS IJOokkoeiiin^fTand ccdloction costs for lenders. 

h Works a hnrd:?hii> on stmleiits who have little or no income while in ;<"d' 
(Students who borrow the maximnm their first tliree. years c.f school will be 
required to la^et a Mniyment of owr every three monif^tt dnrin« both 

tlieir junior and sehior years. , * . . . • •• *i « 

e. Will cause a rise in the default i»ercenta«e proiiortionate ta^nj nsivin tiie 
nunllier of xicm-snhsidiml loans because ni!i:i.\ students will not Ijt- able Jo ullord 
these interest i)aym(»nts. • . . . . ^.i . ^ 

d Will cause an administrative i>roblem for the guarantor as to ^vhetbe^ or 
not to loan iuore funds to such defnulted students or simply '^uLtlu^ni oft wlnle 

in^M.hoob^^ number of non snbsidized loans is increased snhstaiitially, the at- 
tendant increase in the default liabilities may cause some states to consfder the 
tban(l>)mue!it of their state prujiram in favor of tlie no-cost federal alterimt|ve. 

'>! Defer iho' collect ion of interest until the reimyment i>eri<)d, and add the 
accrued Interest anioinit to the principal anumnt of tlie Payout Note. (Alterna- 
tive currently availalde to lenders.) ^ . 

a. Many lenders resist the deferral of this .incoiue becau.^e tbew rmMNe no 
intere.«?t on these additional 'ioans*' of the interest inoney. - . , , , ^ 

b The studcnty monthljf payments are greater, (iuisin^r .some hard shin to 
nianv borrowers. Students borrowing the nmximum $10.(KK) woidd linll their 
iMivments inerea.sed (from ^inrto §113 monthly on a 10 year roi«»yment Imsus, 
(Since lenders already are disenchanted with the lenjith pt the maximum re- 
imVment iK»rio(K it aiqiears unwise to consider Increasinsj It.) 

(i Tlie i!icrea.<cd monthly peynu^nts and uttenihint borrower hardships expose 
theUuiiraiitor to greater default rJsk. (See l-e aUove.) 

d\ The nveraKC default claim C(add be im rease(rKi% to 30C^r iiruu-reiusnred 
interest charges. Some states do not KiU»rantee interest, and many who do 
would not f(»el free to permit the deferral of .^icli interest uiiles-s^it w<mrd be 
rcin^nrnl. The imposition of any such a deferral retiuirement. N^tlumt rem- 
.suraiice of interest, would can^e nuue state aduiinistrati<ms to consider the 
nbanUonment of tlieir gmirantce niivtw^ Ln favor of the lu.-cost federal pn»«ram 

:5. knme as but compomulinK the interest quarterly to give a leader w.niO 
ineoiAe on the deferred interest. ' 

a. Jfolves problem 2-a. ^ 

b. AuKraVates i>robleias 2^l>. 2-c. and 2'(1. . , . ■ ^ 
(• Manv lenders prefer tlie intc'rc^t iiuouH* to be collected quarterly to in\est 

in ventures witli^i greater percenta^'e .\icld than- that <ftYered on a <fu-lent loan. 

d 'iV wonl 'Vompound" a'»p<'Jir^ to iarr.\ with it some emotional nepitivisni. 
The < Usnmer views his interest <harsjes as inrreasiiiK at an almost (.\poneiitial 
rates. Tho less sopliisticated lenders tend t<» equate the wcud ••eomii^aind witU 
**eomp (^** •* ^ 

nieuts 

* Ueqniie tlie student »to pay acd'iiini: interest periodically while in .<<-hool, 
bnt'/furiher ebarire the student a service fee to defray tlie lender's additional 
.costs in iuakinn non-subsidi'/ed loaiis. « - . ^ ^ rv 

a. Attempts to sr»lve onl.\ the oiic pn>ldem iiidaated m l a. Poes not ^l\e 
anv relief to tlie re<t of the problems lifted in alternative #1. 

b Complicate^ the Intei^im Note's "Truth in I.Midini;" requirei«int because 
the service fee wmid have to be,disi'lo.<ed a< a i«irt of the annual p(»rcentaj:e^ 

Discount the interc<t on the shideiifs'iuite- (I>i.>\conntinj; is the iiractice 
'of .snbtractinj: future intere'^t da^-fmrn the pn»ceeds of the loan before gisj- 
bnrsenient.) _ ' ^ m i 

^'1. In.order'to dis(;ouiR a note, the exact amount of time the loan will be 

•v V ^ . 
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aV <'omplicate t!ie "Truth in Lending:" interest note disclosure re<piire- 
\vh(»re an animal ]»erft'ntaj:e rate ba^^d on x/m/^/r interest must (lis- 
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^on)im?e<l- ProjeoVd nhTnn*H4o.H nre^Jnarcunite in niorc than oO%>)f the lonns 
UV the jrfiarantood loan procrniUj^ . • 

b. The artmlnistratlve eoi^ts attomlnnt to tlie Interest n(l>i.^mcnt.s caused by 
Ihaccui^te projection's of matAirity dates would eaiise linrdstdps for lenders. 
Students 'Who drop out of school Jn a short iKjriwi of time would he due refunds. 
Students who rcnihin in school beyond the* project^ nTftturity- date would. owe 
more interest. Sueh additional interest would have to be collected by ouu of the 
^ttier means describe<l in this Apjffendix. 

, 6. Uenuire the government to pay tJie interest iieriodlcally on all ^accounts 
while, the borrower is in school, with the amount of interest paid .on non- 
5ubsidize<l loans to be returned (with or without lntere4) t6 the government 
• after 'the student leaves school. ' 

a. Would have the advantaso of treating all accfymts idcntlrally while the 
borrowers are in schooK thus eliminutinj; the costly diial systems for the lenders. 
(For tt- little additional cost to the. government, the status eould he written 
making sncl^a feature retn>ictive at the option of the borrower^and lender for 
the' relatively small percentage of non-subsidized accpunts currently out- 

- standing.) ^ . 

b. Wmild jrfve the lender eurren^ incQme for reinvestment In more profitable 
ventures ^r more student loana 

0. Would have all the problems enumerated in 2-b, 2-9, and 2-d. 
d. The admin istrativf means by which the uumey is returned to the govern- 
ment is of iMiramount importance: ^.^^ 
(1) Amount of subsidy added to the amount of the Payout Note X^p|ll>* 
tracftMl from the next quarterly Interest billing form— Not terribly dWeidt 
administnitively, but some lenders*might object to what amounts to another 
sizeable "loan" when the student enters repayment 

<2) Amount of subsidy added to the amount of the Payout Note and sn!v 
X tracted from the lender's quarterly interest bill inf form which immediately 

/f)Uows the Htw}ent?fntnat papmcfti on the accpuot — 
* (a) solves the lenders* potential objectiorrto the alwc alfenmtive. 
<b) is more attractive to lender because of ihnuer use^f the mcmey, 
<c) ties up government funds for a longer ]>eriod of time. 
(3) Amount of subsidy added to the atnount of thjo Pf yout Note arid gradu- 
ally repnid by std>tra^'ting equal T^ortion from qtmrterly inti^rest billing^orms 
during the entire repayment per^iwl— Probably administratively too tlme- 
consiuning for most lenders* to accept. 

t ' . 

CnAPTKB in.— Default^: TnEm Prevkntion and Cutxk 

I. STUaKNT MOniLITY: HOW CAN. WK I-OCATE OUR MI8SXN0 BORROWKRS? 

liocating missing borrowers is virtually ono of the most expensive collections 
function any gimrantor must b(»ar. Most e-X!>crience<l collectors will indicate 
that they usually can collect from most borrowers sooner or later once they 
are located^ but the critical* and timc'consuming proltleili. is to find tliem. The 
federal government possesses at least twi> excellent resources locate tlie 
borrowers which owe them money on insure<l or reinsured student loans. The 
authors of this imiHT are not insensitive to tlie is.vues of individual privacy 
and confidentiality of data. However, it must l>e stated that iJie government 
agencies re8i>onsilde for collecting student loans now are forced to luirsue 
**misslng" student borrowei^ in a nmnner wlilch might l)e htbdled by some 
p«»rsons ys a far greater violation of tlie borrower's right to privacy tlian the 
mere revelation of a current address would entail. Althougli !)raeticcd with as 
much professionaHsm and delicacy as iKissii>le, tbe fine art of "skipt racing" 
delinquent l>or rowers re<|ulr(*s the involvement of conversations witli friends, 
neiirhbors. relatives, and business a.s.sociate.<;. Not only does this take much time 
and incur great ex|)ense. it inevital)ly results in a degree of i^mtmrrassment for 
nmny iiorrowers which could have l)een avoided if the studeiit loan guarantor 
had knowledge of the l»or rower's current whereal>outs. The two federal .sources 
which could assist In tlie location of missing borrowers are: 

A, The Internal Uovcnuo Service _j • 

1'he Internal Revenue Service could he helpful* but could not answer the 
entire prehjem be<'ause many of the student borrowers do not file inco;»se tax 
returns after leaving s/.-iiool for a i^eriod of time. , / 
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1 Knmv.i \(l(h..s«!-1tit:ius<' of tlK" Inpso of time iK-tw-.-pn the mine jlnte 

?i::"Jmyu.:n euSilng^il^^^ „.o,- know ^vi.et^r the borrower 

is eiMpioyed. * 

' It "vnuld r""uH !n a oonsi.K.ral.ie ^..vinss in n.in.inistrative expenses to H.B.W. 
fiiV tliiit reason. 

II. b.vNkrcptcy: is it an e.vsv ai.tkunative to nei'AVMKNTJ 
f..nrfl..toi-s are iiecomiUK increasingiy aiarnicd at tlie numher of students 
^vl?<I ^ro .lelnK'raU < im^^^^^^^ hankrnpt.V u,Mn «ra.i,.ati„n as an aiternat.ve to 

T&rrVr;.iTmrur ^'l^r:i^r^^'^r ........ i.ofore they 

. ''CU?e ' rll^ii'^'^io'r'^^^ 'nSions .... rooont 

, . . tn fnVt MiZ. or.".iitori.wiil .'iliow prefcrr.-ninl treatment to reoont 
l:■:;;^:^^:l;^^^o",n^l^f .f-t ti.e' prospee.ive borr.,v.or ean-t Hie 

.V .?M , v.^ e^^^m i.v liat linie. One conl.i roly oi. the koo<1 .mdu'.nont 

of tt^ I ate a d aVlZi • 1 oVeos to not harass u..Me,e.ssaril.v the true poverty 

Swe.ft UKO attemptin« ooiiectiMS front accounts xvh.-re ineon.e and a.«s<'ts im^e 

'"Tr lnTTr'n.M>dn...Mt \^ ,.o..si.lor<.d. <aie .«l."Ui<I 1)0 Kkon In .ieflnins an 
'V ln« n lo^. " Mi ni. .aily. aM.ondn.ent sl.ouhl include a 1 hmns covored 

I I?. IV f t II lli"hpr Kdiication Act oC HH-'' a« anu'iKled. it piol.alily 
'T . e!mm c <" .;c m^ mndcd l.y the governments <.f tl.e 

r ii H .,to'' or n indiv^^^ «tntc. cmnty. or n.n.d.ipalit.v. Scrions .lehate 
1; 1 im^ tol c sh-,.n as to whcti.cr to e.voM.l coverage to lo.ans by eouunercal 
r ial ins itnti.ms, private fou>.d«tion.>, schools, relatives, etc. 
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in. LKV«A OK XNOEBftONESS I 
• '* * 

ABB STUDENTS BUNO FORCED TO \IORTGAO£ TIIKIB FIJTCHE? 

There Is no.doiibt Uiat the $115 month minimum jwyxncnt from- a student 
who borrows the aggregi^te atntutory miyclmum will contribute u\ a hl>:lK'r 
default rate^ However, as iong ns adeqimtc alternative Rourc^es of aid are.tiot 
available, mich levels of borrowing will remain necessary for 8ome->;tudents. 
At^d. aa long an the private capital of tht> londlhg community Ih to 1)^^:\i.^hI 
instead of directly approprlatetl Kovornment funds, there is considerable d|iuht 
as to wliether the ourrent 10 year reimy incut ijeriod ma^inumi should bo ex- 
: tended. .Many lenders ali^teady are dlsenclmnteil tluit the iierlo^i is.oven that 
long:. However, .the manner In which uggrepite undcrRnulimta uia'xlminn of 
$7,500 Is distributed auuHig tlie.InOlvIdual acaOeinIc years couhl ulso he aiijtem 
which Is unnecessarily couiimundlng flie default iiroblem. There are two issues 
to be considered : 
1. WJmt Jias the law, done. to our college seniors? | 
The yearly maxliixjiiu under the law Is $2,500. The maximum an undergra<r» 
uate nmy borrow is' ^.500. Many students will huicWeutly borrow tUelr full 
uud<»rgniduate entitlement in their fre.<}inmn/ s$ophomor(>. and Junior ycsirs. 
''.Cutting a student off*' In his hist year of school c-nn result in tjv^o problems: 
(a) he may Im* forced to leave school and therefore not realize his full earnlnsr 
vCaiKicIty; or» (h) he may develop and rationalize a bittur or negative attitude 
toWnls the program and the reimyment.of his loan. / 
• 2. The High Ulsk Year » ,1 

, A student's first year of i)ost-.seconUary e<lucntlhn Is a testing ground for 
many students. Can they nmke it In college? Havekhey chosen the right vmii* 
tlou? Have they elio.sen the right school or were, they a vieclm of a sjnm>th 
recnilter? Many students don't make It l>eyon<l n fow><-ceks of study. Thousands 
leave school within wwks of the flr.»*t day of chis.^ -^vIth no greah^r skills or 
earuhig power, hut iio'w with a debt of up to $!2.50(f (instead of just $1^*KM>) 
to show for their few weeks exiH>rIeuce. Many t*re bitter; many won't pay tlu^r 
debt.s. . ^ 

There are questions qs to wlietner a first year maximum of $2,500 I.<i really 
m*ces.sary. A fre.<lmmn aspiring to a hlgli*('ost Ivy league school Is usually 
dependent on his parents and such families usually Jiave some thln'gs ^ived 
which will help defray cx|K»nses for at least one or two years. It Is the lj»ter 
years that the financial wjiu^eze Is the grt»atost. \f' 

It Is for the.«;e reasons that there might l>e some wisdom In considering a 
legislative amendment which wonUI rehite the yearly entitlement to the ag- 
gregate entitlement for iindergraclnates and .<till a<x-omni(x]ate ti e ae<|Uisltlou 
of a bac*c2ilaumte degree. 'J*he Ideal yearly entitlement schedule would take the 
form of gniduatiHl entitlemcnt.s. * 

IV. eaoMissoitr notk t.rMirATmNs: 

^ « AUK Til KV INJimiTiNG KFFKn'IVK <0|.|.K<rri0N KmHtTS? 

Thero i*re a few re.^^trlrthtiis phiced on lendors In the writing of promls.»<ory 
notes whh'h. If ellminatinh eoi.id assist in the reductitai of the deiaiilt probhni. 
1. Tiie "nine month'* rule. 

The '*nlne month" rule prohi!>ils any loaded from executing a Note wliose due 
date of the first payment is earlier than nine niontlis from the <Ute a student 
left school. L 

a. Kx)M»riene(Hl eolbftors will in<licate that the first payment is the (•rlti<':il 
paymwit In tne eolI(*<*tlon pnK*ess. and anything which Inhibits the eolleeti<m 
of that payment could cause the entire aceonnt to defnidt. 

b. Although a student Is :^rmittHl to "pre.paj'** on his aceonnt at any tjiao 
<liirlng the nine month graee |>erii)d. such payments m^Lst he wlioUy <i(>dueted 
Jruiu the princi|>al amount of the aeeount 1/ tlie .student e) :lble for Inti^re- 1 
benefits, a ad the government mu.st he hilled for Interest nu t(ie declining ha hi nee. 
This provides for fniitastle bofikk<N»ping prognmis. Bnt« for tliix rea.<on« many 
lenders fwd the necessit> to lUsconrage «ut*h payments («»r tiie.\ eertainly dun't 
encourage thcni). and it is Just an extremely bad eredit principal to diseoarage 
the iMiynient of any money. •/ 

e. I'ayout N«ites caimot he written wIMi the dne date of the first payment an> 
earlier than nine months after cet^Atlon of fnll thae stuih. This has at various 
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S'S,>roTt1.e note ajjd t..ei«,n«eni ^,„^,^„„ 

luml!aof feL aa^,^ wouUl be .H.ssible had ...o work ...md b.... . 

"TA'r'Lason"sta?^ above, pertinent leglshuion ijhoul.l 1« dn.e..d«l to i.roj- 

-jierlod.) *■•*•/ ? V • . 

. w.£ ^cla^r^t iSme'^s'l. .L (un.es. ..u-^ijeb, is under 

*'f^lie "dve year" nde has instilir.! 1m<l relations "with borrowers "ho want 
to rep=.v tlu^ir oans more n.,.idly tl.a,. in five years and who wan^ tlu-.r note 

Smter would iudU.ite that the aceonnt was ,«ist dne. Ih.s .s a ver, .m.lL^.r 

''f M"rh:;:i;.rd'A.^vn.ont.,H.ri.Hl nH,nirc.l by the "five ^•••"r^^"!e r<.«"J|« 
Rri^t'l Intert-sreharKes to the student than would a shorter re,.ayme..t penml 

Tor 'the''rey"ms "st;te.l above.- .K-rtanent leKi;ia'tion shonkl be a,aende<l t« 

■ \^ l « te.l tl»d th^^^ (in writirmV) a.ust occur ^ffter the borrower 

Xs l^ au.l uot at the tiu.e he ''"'^^ ^iX^^^un on .neb 

Further a lender should be prohibited from hliuK a 'f'V,''^' '"Zlv .^^^^ 
a Jo uniil he .leu.onstrates that be has sent in ^" ^^'^.^iJ^ ^^^'^^ 
iiitiiwii iiddre-sx an offer to rofinan.-e the note to an alternati\e riiKiymiui 
^u"lM^^>^»t'^ ""t «r..ater than ,>vonhl haveluyn 
M.o ,.r Lj«il 'tot-il of imvnu.nts- been finanml over (.0 m.mths turther. a 
def„:;u aaim .Imuott 'filed until the horrower has reJeHe<l in wr.tn.. such an 
offer or hrts not responded to the ocer for a iH-nod of i» iUi.>- ^ 

\. riKCI.IXK OK TVK ■'Tlllim PAKTY I.KXUKU" : "OKS IT AFFK(T nKI'.WMEXT? 

\ '-third oaVtv'lendi-r- is a sonr.e of funds other than -Mstitution or firm 
market!..? thflU.^^ In.the p,.ara..te..d st..deuts loan pro«ran>. a..y lemb-r 

■ other than tJie .school is a "third party le.uler'. ''ti 

V How it afftrts the .st..de.ifs attit.ide toward repay.iieiit. 

1 K r"t it nst be established that the stu.h-nt s attilu.le .t ..f vital nr-ort- 
,uee The' va" mn oritv of the money siK-nt by the Olli.e of ICdm-:. urn or 

nrnnt i^ a«ei lies o , colle. tions is l...anse of attitude p.-ol.leu.s If st.i. e..t.s 
^ ;tfault^l beiauseShey eoubln-t .aahe their -'l-!;'''' ^ '".njll ^i 

to 3ii^!'T'ne!:J!^.;;:r' 'r;:;;:;; - 
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rower's financial situation. It could be as loir as one 001151* i^er month as a 
token of 'goocl fnith until tlie finUncial situation migl^t cbangd.^ltfi$liere were 
Jio attitude problems, then all lecounts womd be laying their guar^utui^ some-' 
, thinf^ The "skip** problem wonld not exist J ^ * • ' 

2. \\n analogy can demonst'-ate the value of^ tlUrd party lender la a com- 
merdal 'trah:saction. If a con&umer bought d toaster from a d'eimrtmeikt store 
'ivliich didn't .woric y^h^h brought home, and'if lie Imd cliarged thJtt toaster on 

. the i.tore*« charge account plan, he most likeftr would withhold payment until he 
received some type of satislhction. If he liad borrowed |20 from UIs neiglibor 
imtii payday, his. first inclination would be to repay his neighbor (itVasu't his 

* fault the, toaster didn't work), and settle his grievarice with^e dei)artmeni 
^ :stdre separately. . . • ' ^ _ 

3. The analogy can be traosfen^ed to the student who ♦'charges" his educa^ 
tiori on his schools "deferred thition" phin. If the student feels he did not 
receive an education wojrth the valuCk>lA(^ o° it by his school, if he feels that 
.any i»art of his education was m!srei>reseuted by a school recruitment repre- 
sentative, he is* unlikely to pay liis d^^ferred tuition charges i[as he considers 
them) when they come due On the other hand, if he had borrowed a third 
I»arty who Is dikissocUted from his dissatisfaction with the school; he is more 
likely to honor his commitmenTtb tl.is lender, 

H. Jlow it affects the behavtor of the lender / ^ ' 

1. Potential conflicts of hiterest , * ^ 

a, Ix)ng experience^ has shown that proper col/ectiitos work starts with the 
'first contact with the borrower at the time the loan is made. Attitudes toward 
reitayment begin here- Prpblems exist, howeTer,,'When we ask our schools to 
reconcile the. guarantor's need for a crisp, no/iionsense. credit interview Im- 
pressing on the ^rrower the seriousness of ^e financial burdAi he is under* 
taking ^ith the school's need fo recrfit the student A racmmi deaner salesman 
-who dwells on the terms of his installment contract w% lose sales, so the 
majority of his time with a customer is spent selling the (woduct 

* It would appear that a person responsible for recruiting students would have 
the same dilemnuu %Vhat will" the recruiter do if the type of .credit discussion 
that a' student would get (and n»eds> from a Ttank might frighten off the 

* ItroS|»ect? Tlie prime difference is clear. A recruiter 1ms as his prime interest 
the euroying of the prospective student. A bank officer has as his prime interest 
tlie ultimate collection of the account "Big business" never will put' the respon- 
sibility for credit and scales in the same hands. ' 

b, Kx?»ericnce, Facllltii*s. and Staff. As >»ne lender succinctly put it: **I'm 
not offering courses in zoology, so why should ( ) 'University be a 
Icndcrr-' Stated another way, quality .suffers if each should start meddling in* 
each other's profession. Z^ank«; ;ind other commercial lenders have years of 
exiHTicnce in the lendinjT field. Thi>y ]||ve existing computer programs and 
othor i^ystems to handle cmlit'trnnsaetlffis. A\*cchool flnancIuLald otfice. which 
is tisnally overworketl and understaffed ajrbady, cannot l»egin to match tlie 
commercial jending world's professIonaUsm and efficiency, finding is a small 
portion of a' financial aid office*.*; nihcflon- It is the entire life of an Installment 
Crfdit I>i vision of a haiUc. This Issne nninires serioiis consideration in light of 
two *conclns!ons Urawn in n KYiO Office of KAucation study on the NDKA 
,P2>^fnni: (1) , "Attitudes toward horrowin,* appear highly correlated to tho 
h#-rowfr*s prt>ception to ^fie a"olity.«»f the loan administration on the iiartof 

.the institution": and. (2) **l'ht» Hketihond of payifig on schtnliile and of being 
/lelinrjnent are cIosel.v related to the borrower's preccittiun of a(lminii5tru(iv«: 
i|iinlity." * ' ' . 

C. PuHt Performances of SychonU a* Lcndcrif • 

Before any .serious con«i«i[(»ration is «iven to expanding the tmrtlcipfit'.on of 
.«jcli flails as Ij»nders in the giiaranVwl student logn program, careful study should 
^ be ciivort to the i)erfornmni'o of colleges ami universities in that role in tin; 
National Direct Student Loan I'rognun. It has been ajiuig time since the OlUcc 
of Kdurntion liajj furnlrdicd summarized data on tlie schools' yearly fiscjil 
operations roiiort to drrtermfne the perrontaw otNOBL accounts dellnrpient as 
compared to accounts ilue. both collect^^d and tmcollectv'^- Conversntlontj with 
various schools reveal thiH i)vrcentage to he many tiinejj that of the coniparabtc 
«!tari«fic.s in thJ» gnarantc'cd sttidont loan program. Tlils^ sliould be verified or 
•di>puted by stati^jtiral proof in the immediate futuce. 
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lowr tin- lift iKtyincMt to a fitwl jitrtfiinisc of juc>i;;«. / 

'".r Tile *^'uol^l'r..^f .I'a'nV Will rnJacc «.f=u'lt. luoMn.o l.ntlt the cr.ulMat»l 

pAil officer * ' V . 

> enVii.';'r t?.e SSf^ "s a deterrent 

; f-Jr T " t.X.tV K^^ if "^IK-ars to many ox|«ricnciHl stu.l.-nt loau 

nvl . Xhm;..re>-.aln.in„-in bis st.n.ianl of living for . coaple nf 
•vear<. t!iiw pn-vwitins the liardsliii. fn-m .•niums '•'j';'^- " ,„ . ^..rry:- ' 
.M. nv of tlK- <cli<.ols :ii.|«-ar o be lool;iiiK forw:ii:l eas<»Tb to ' . 

llmi^V-d'CauV/oflh" .^^^ o..n,,loxiti.K s„rro„n.li.>s: es„e.-K.IIy 

rXrZ,^ M«..ify only n.nntl.ly ,.ayn,..Mts "-IVj' 'J , 

mmmmmm 

lalSv»'^ n-riwncv^ to the student's inontlily jM\yinent'*. 
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The phiJonophicftl conMhlerathmH * 

1. Enwal access to avallnMe funds. Eixrly in the program, it becnmo- obrtoiij^ 
that certain wealthy colleges And universities and certain large proprietnry' 
scii«)ls Imd the financial resotirces to induce coiuin^rcial lenders toogive prefer- 
rential treatment to their students, to the disa(U*antage of students Avantlnrff t« 
attend less affluent schools. In an attempt to prevent available funds from being 
silJlioned^off, the following regulation was published in the Federal Uegister 
(Sec. 14 4.6(e)(1)) . 

1 preiniums or additional intercst of any kind ana v be paiU to anv 

ellgibld lender in (jrder to secure funds fflr making loans or to mduco such- a 
lender to make loans to the stmlents ora particular in*sUtution or any imrticulur 
categor>- of .students, and except in circunistauces approved bv the Conunis- 
^onev notes Tnr any interest in notes) evidencing loans made i>v wlueationufc 
institutions sliall not be sold or other^vise transferred tU discount^' 

T1U.S regulation whs prumulgated in an atteu»pt to ui.surMhDt «11 pro^p^tfve 
borrowers wojild !mvo some mea.s«re of -'tniual acce.<ts"t?> avaihtble lojm f imds jit 
a bank. Iloweveir, shortly after its promulgation, tlie puriwse ot this regulation 
was circtmivenled by a wholly legal maneuver which entailetl nioiviv changing 
the name oT the lender of record in these school/lender i>artuer.shiiw' ThV hame- 
of the lender of record was chan)aHi from that of the commercial "fihahchil 
in.stitutiaji to that of tlie school. The money now was tw'hnieallv. loaned bv 
finam fa! institution to tlie .<5chool rather ^than to the student. Tlie nioints, 
prt-i!uuins% and inducements wete renanfed service yrfiarges wliieh were Jwihl to 
tify nnancial institution for (h)iug the paijerworiTand collection. While such 
jf^rangements live -within the letter of the regu/ition, it is nu(»stionable iis to 
whether they live within the spirit of tlie regulation. "The inescapable cohMdsion 

-ts«.-that-the-l^li^}rn^ who i^j^ittending a school who will *M)o^ro\v" tlfe numev 
fr<v»i a cfmuheTcial Jender on hi** iH^hlilf has far greater access to that^ender's 
mniiey than^the student who approaches tJie lender without Ids s/'h«ors intercc s- 
siou. Whilenhe legal difference is apparent, is the net effect anv different than 
tho me<iimlitv of opportunit,v which cxisttnl prior to the reguhUion between 
two siuilent^f 'one attended \\ sc\\on\ vhivh was willing to pav a lender- 
preminui for^king him a Joan and the (jther .student was attending a scliaol 

^ which could 'liot afford to do the same? 

2, The student as a consumer. The original concept (»f tiiis program providetl 
for ^student consumerism" which placed the dollar in :^ stndenfs hands heftire 
he shopped for a school, not vice versa. This idea of thi» sf ude^it consumer wi^h 
educational dollars to sihmhI permitted htm to make Ids ciioiee of M-iiools base^l 
upon his wluiational needs, iiot his financial lieeds. Ciulcr tl:e student eoiihunier 
concept, the educationally Sfmiid schootj^ would proj{i;er, the ^iiiMjund would 
wither for lack of student.s-. When a student's ^access to guaranteed hmn funds- 
is <leterini4ied by his school's wealth, the syndrome of the * riWi getting richer 
and the lisjhr glutting imorer" occurs. In this case it is the li'ianciaHy sound 
schools which prosi>er. and the fiiianci;illy ^'<truggling >cliools ( rewinilcss of 
at aUernic excvHence) will wither for lark of stiident.s*. 

Who p:iy.s the costs? There Is !io (piestion that tiiis program has some 
fe-itrtres which nmkes it somewhat exiK-nsive to administer. Karh in tin- hist(»rv 
of tlje program, there were rep(»rts that ^•ome of the conihiercinl hMiders w<Me 
charging borrowers "application fe«»s" for processing their loans, fiioii a det<»r. 
ininafion by program oflkials that the interest rat*» received i»v Ic'idi^rs .shfmid 
be ade<i»mte remnneraticm for the hinder, and with a further commitment iu 
the form of a changeable ^'special aUowauce'-, the following r(»K«!iit)on was 
publisoed in the Federal Register (Si-c. 177).(c)Ci) ^ 
* "In no event may the <-osts f.f making a loan under this part fexn-pt those 
speejhcaily provided for in this secti(«u be passed on fin the form t>( Iu'Iht 
tnitjon charg(is or otherwise) to tla» borrow(»r/' " ■ 

J^bvicmsly, schools functioning as lenders have considerable atlmmistrJitive 
costs jissociated with this r»rograni. It is reasonable to.suppose that their cost^ 
are even greater than those of a commercial lender who alread\ Ims in opera- 
tjon trrtain installment loan procedures and operations which the\ u&^ht 
einf>h>v/ln th(» stutlent loan program without having t(» Ijire additional •.Taff ^ 
wrlt(j/f>ew computer programs, etc. Commercial leiah'rs are expectcci to adiiiinis' > 
^ -mills program oul of the ditTerence between their 'Vost of monev" and tiie ' 
r«tiirn on the loan. However, the school's "cost of monev" as tlie\ borrow it is 
iitially (or nearly) equal to the interest return on (he loan. It bi'c<nues there- 
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f..rp almost iiu'vUiri.k- tlmt tlio clmrses^df pro«niJM tt(liiinnK.trjitjoiv will he 
Tto Snts ^ borrow from Hchools ratJ.f tlmn -fiim. c.al iust.tu-, 
«ons es^ln" n the case of st.irtonts.attenriiug n.ttjrmK^t'ptHi.ient-scl ools 
wHho«rKwment.s. aluiun! contributions. govemme>/£-subH.(lies, '^t<^ . 

4 ThoXiversal Elisibility I'robleiii. AV)i«n tlie-orffiVnal ^J.imninti^il St.i( out 
loan lt.S onas coustn.cte.l. tl.e ConRr<>,ss esta1.nsl,oil i«ran>et,;r«-m^^ 
il-h"ch tars at^^ guarantee agencies woald have' ti> .e«taW.«h, ••f>^>" 
ri .ra?nitV m-itorin It should surt.rise no oiic',that asf. ehrfi stute aeliheran-tl 
SSy^dlfferenc" t^l^M oi-.nl r.-hicb were stili ,vlurfrr:K«:ei.table und.r the 

'"tJio student group mast afft-ctwl by tM IJ.iiit^d state ^^^^'^^S'^^^!^'^^ j^lTl' 
study sWent who was not considered an cliKiblo ho^^o^ve^ .n;st^era?>sm 
rmlprsffibly 'the home study si-h<H)ls sought lender status to brii.g tUe 
b." efiTf of t e WoR^^ to their^tudents. Quite another laatteV, l>«^^«-i;[; "[^ 
thriary nnlvorsitie)* and vocatiouRl schools whos*- stodeats l.ave elig h. Jj iu 
Iverv fetate of the anion, but wl.f. s-.uaht "irnder *itatns- for reVrnita.ent- 

''nSe? uTSrworo eVer n.ade to l..«so out , the «Uu.«li<.'4.o , are 
lei dm the ellRibillty of their students would lmv,i t« b? assured frOm o>other 

•Mm.cel*Th| CTOss could accomplish this by re-examimng and.ii...d,fy4ng l»e 
t^r inker" Vitliin which tliey will p»Tinit a state tft functloti, giving the state 
Sent «ine toiimcnrt its legislation to make the decision t^ rfyect the changei* 

* and allow the Federal program to come in and take x)ver. - ' " • r, 
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' APPENDIX D 



Correspondence and other Miscellaneous Materials Submitted for 

the Record. ^ 

* Ambbican Association or 

State Colixoes and TQNnxi^siTiEs, 
Washington, B.C., February 12, 19li. 

Hon. James Q. O'Hara, 
House of Representatives, 

Washingtoth J> C. ' ^ *i * t 

Deab Mr. 0»Hara: In answer to your letter of Febriiary 7 the^ioricnn 
Association of State-CoUegcs and ^Universities is Joining in testimony on the 
Student Xoan ProgranAn February 13. ^ith the land-grant unl- 

We'a^^^^^^^ with your amendment Providing for na 

means test foV students with family incomes below $20,000 and for maximum 
iSmis of^.000. We also believe that the whole GSLP program needs a careful 

'^We'^have appreciated very much yVir dedicated work on student aid lejrisla-* 
Jlon another matters of concern >o higher education. Please let us know 
whether we can be of assistance to you, , ^ 

' ^ \ Allen Ostar. 



Harvard XJNivfeRsrrr Sttioent T/)an Office. 

Cambridge, ^(ass., February 18, 1074' 
Hon. .Tames-G. 0*Hara, A* ' ^ 

Sam Ttavhum Office Builning, 

Washington, B.C. ' ^ , 

' Dear Mb, O'Haba: I write In strong support o^/«"^;,P^«POsal to cstabh^^^^ 
elidbility for the interest.s;ul)sidy Hinder the Guaranteed Student Loan Program 
acconling to a $20,000 adjuste<l gross income. Thfi needs test 1ms not boen a 
useful insfrumect for determining eligibility among families up to this income 

^'"l' do not complain as much about som6 of the |edlous calculations as about- 
real inefiulties that are involved. Some financial aid officers a<^here s rictly to 
the letter of the law: others are far more generous in certifying eHgibility for 

•sitTisidy (and indeed, I haye heard OE regional staff urgftfinancml aid officers to 
q alify evcrymt^for (he interest subsidy). No program will be perfect but the 
Standard of an adjusted gross, income seems better des gned to ^ccom^^^^ 
purpose of providing, necessary financial assistance to low and modest income 
families than the curAsnt needs test. x ^ •« ^u^iki.. 

I think the maximum loan figure of $2,000 for an amount to be so eligible 
Is generous and justifiable. We hare been trying to hold our loAns to under- 
graduates to a maximnm of $l,500/yeartrbnt increasingly exceptional clroum. 
^tanTs make larger loans necessary. I sincerely I^ope that .t« from 
families with modest means will continue to have the fiexibility in their 
financial planning that such a loan figure would jirovide. 

' I have been appaUed at the recent Administration proi>osal to eliminate the 
interest subsidy. Superficially such ft prolwsfil may be ^^1^^*^^ " m ffniLf! 
would r^Aiove a complexity of terms from.tlje loan program But the «tudonts 
who now ihust borrow to »tay in school ImVe no wny of meeting the cunnilathe 
toterest costrduri undergraduate years. The possibility of accruing 

(390) 
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interest hns very ninny probl^^nis, both ndministrntive and finnncinl, nnrt will 
linve the eltect of (llscouragf% exactly those students wliom.we most want 
to help. , 1. 

I sincerely, lu)i)e tliat we may consider. a significant step fwnvard in oiir loan 
program 'and 'go to tlte $2Q,000 adjusted gross income, i^istead of n^trogressing 
under the latest Admin isti?it ion gufdance. Please let me know if there is any- 
thing L can do to nmke this case more forcibly. / 

YourJj sincerely,.* /* ^ . I 

1 ' ' * , R. JerroU) Gibson. 

Maryland IIighkr KnucATioy Loan Oorp.» 

• Baltimore, MO,, Fhhruavy 20, 1974, 
Hon. James G. O'Hara, ' \ t 

Jfayhumz House Office Building, \ ' 

PK.VR Sir: 1 have been reading and hearing ahout HR 12523 and other similar 
hills introduced to amend the guaranteed student loan progiani. and I am 
distressed at some of the comments and recomnicndations that liave heemuade. 

I realize that Maryland's student loan program is not one of tlie giants in the 
field and jwssihly does*not ^ave some of the same problems fxi)erienced by 
other states, hut since "need'* was returned 'to the program ijist spring our 
program has grown at the fastest rate in our history. Comparing the period 
from July 1 to Fehrii^ry 10 with the two previous similar i)erioils, you can see 
that our S{-hools and lenders have lieen able to overcome the problems caused 
by the elm n gen. • ^ 



' 
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Loan volume Jiiy 1 to February 19: 

1973-74 

1972-73 

1971-72 

1974 increase over: • 
> 1973 

Percent... 

1972 

Percent , 



Numtwr 



t, 'Arnount 



4.712* 
4.133 
3. 586. 



' (14) 

i.r- 



26 
<31) 



$S. 549. 996 
4.223.947 
^3.618.060 



579 • . 1:326.049, 



1.931.936 
(53) 



Not only has the volume increased hut the i)ercentage of unsub^idized loans, 
which mhny iH'ople have reported as, being imiiossible to find, lias increased 
from ir> to of our total volume. ' / 

We have spent (|Uito a bit of .time working with our schools at^d lenders, and 
while nmny of them are not overjoyed at the amount of extra /work ijivolved 
under the ifresent system tliey believe, as I do. that it has rc.su)t(Hl in a better 
progrnni. (I am enclosing a sunnnary of ctmunents made by liV of nair institu- 
ticms dated July 18, 1073:) * , . * / 

I ha ye read the .statement of Mr. Charles Mears, President of United Studeiijb 
Aid Kiinds. Inc.. hef(ft*e the* SiK'Cial SnbconunittiH? and agree wholeheartedl:^ 
with hi.s comment.s and recommendations. There are a uund)er of other problems 
that ifel correcting Tf the program is t(»'continue to grow and serve the i>eople 
for which if*was designed. If legislation is enacted to return the eligibility for 
interest^bsldy to some family inconje figure and the schools are not require<l 
to pmvlde^n, detailed need analysis on each student borrower. I sincerely hope 
that the legislation will not be as restrictive as the origiiml act but will allow 
the financial aid ofllcer to make a suRge.stlon or recommendation to the hank 
to he used In their determination of a "reasonable loan amount". 

I think the oonnnittee should also look the section of the luw dealing w ith 
the gniee and reiMiyment iH'riods. tender exi.sting law apy student wishing to 
liegln bis repayment earlier than nine months after gradfmtion is harrt»d from 
doing so. and any student desiring to repny his loan in le.ss than live .years — 
with. the resulting reduction in interest costs to him — nmy not lie given a note 
sh(»wing that shorter repayment 'period. 

Default? and the collection of claims continue to receive much publicity — 
.some ,of it quite a bit less tllan accurate. t'nlesj$,tliere are some changes to 
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rPinovG not onlv tlie lack of iiK'ciitivo Imt actual "disinceutfvos" to Kuanlutof 
™ies to exert imri'ffort an.l mon...v to collect .l.-faulte.! loan,;, there c.t .- 
nnMm the imorove ei t we all desire. Under the federally insured proKran. the 
Krai GovSeut aL^^m of the default costs an.l 1()0% of the col- / 

^£ cos?l b u derreiuM^ nRreen.ents with the states operat njr their 
own nrocrnms Hie Federal Governn.i'Ut will assume 80% of the onKuu.l default, 
h t a iT of the cXct^ after default must l.e home h.v the sta e afjene.v. 

i^liis means that a Xte can l.e reind.ursed for 80% of a defaulted loan from 
Mi^foS of E,U.catto^^ reinsurance. s.kmuI money to collect he loan from 

a lef.udtc<l borrower, and then return W)% of the total collected to the Co.n- 
Lisstrer of Kd^.c.,Hm. before any .leduetion Is n.a.le for "s eolleet.ons costs 
S>oni a imrelv dollar-aifd-cents api.roacli a state aRency would, be luster oft to 
Hke it" vS07rreim,urauce'aM(l for«et about any further collection effort, beeauM.^ 
It i« requiml ?o repay more to -the Cf.nnnissiou than it nets from the .stmlent. 
Is tlds lne<ndtv really the intent of Qoiigress .* . , , !„• 

Tl s i.rTmm has inadeMt "possible for thousands of yonuK Americans to 
at?.^a t l e il-e o? ^-a ional s..hooI ...f tludr clmic and tbousi.mls more ^yd 
t Seudi.^^^^ in the future. A ..nick change i>. J''-! •;,f;;riv^" .^ 
subsixlv mav or nmv not help to provide more loans but tt is extremcl.x un 
fmriant that these other problems be consideriMl if we are to coat.nue to help 
students in the future. I'lease don t. let the'fU down ; 

^'"'•'^'^"'J' • ' . J.^M.:s A. I.K.^.^.K.,. .Tr.; ' 

• I . 4 . lUrcutivc Director. 

Knclosuro; , , r . 

i - Mauylani) Higiiku KniCATioN Loan (V»ri\: 

I * Maltmorc, .¥(/., •/«/// JS, JOtS. 

As a result of i>rol)l(MUs n^portiMl by puaniutoe av'eucios in t»ther statos 1 have 
iliscMisUrni^e ts lM>ssil)le lanbliMUs with several coUeKe mm^^'i!;! 

;licl llmeers^^^^ loan ollieers UhUkv- Shown below are the hii,'hlights 

f S a";— ity college In western Maryland : "Not many Pn>|;l^|l- cjU- ^ 
tii^ crea^^ hank eooperation. Smae U\^U ineonie parents wont eoinpete a I ( s. 
- fcn't haH^^^^ rm willing to do n.y part hi making the pro;;ran, 

^^ 'iJ'rom a colleu-e in sontju^rn central Maryland -* nanhs are doin;; very well. 
FanUn^s with inln es in U.e mm) ran^e a«^ not applying this year bnt most 
orthem Tre state where^the banks will not nmke nns,*l>snflzea 

' loans. Another eiran^'e is all w(» need to wreek this program. 

FronV a i.^ eentrnl . Maryland : "I iune "^f ^l^) , " ° 

report. Kvervthin^' is «oin^' very welH. Hanks are e(».peratinj:, 1(K)V.. I ndei 
this s\stem the l>eople whp slionld ;:ef tlie sniisidy are ^ettinj; it. 

. Vvni.i « U^^^^^^ tl>e Raltimore area: "Volnme is up. .More stndents than 

.ever^ire apidvin;. 1 ha ve no^.naplnints. We were delayed f<,r .wlule by ti»e turn 
nninnd time on tlie FAS hut we are now on scliedule. •, - 

Xn CO i m' n th^ n„Uimore area: ' We have b.-eo Vn-coss more s 
dent I an a pl.li.ations than ever b.-IN-fe. In fact we are iMalinM a .ternh 
iuTcas Tl has been a slow-down in bandlir.K the paj.er because nmny 
^op rare m.t e l.le n« ,l,e forn.s .properly an.l we nujst wait for tl... ap; 
ISti.ms t.I l,e re<b.M... l'ap.'r work is a pn.ldeM, an.l the I'JCO d.Monra«..s some 

Kron^;' ltlthuon"len.l..r:. -ThanK..'' Oh <i...l no! I'aper work and forn.s are 
l,ael-Sn"' ..p at tb,. M lumls b.ranse ..f earlier .l.-lays at l'rincet..n. \\> have n.nde 
more k.ans this y.-ar-t.. dat.. than ever bef..re at tins tnn.s stonnin- 

From a m.rtbeast..rn .Maroibind .ommnnity eoll.w : lb.' US is st<.ppin„ 
s..iae l".. .1." All finan..ial ai. is u...vin« slow.-r thanjn I-r''VV"a 
see ml crisis amj are n..t re,»ly to push tbei-anie bntt.m. We exp.'ct to be in 

■ "'Fn.mTll;;itimrVank:, 4o,hin« to fa.ilt witb-^be pr...ram. A.-t.-allv tbis 
is ad.etter program than the .ij.l ..ne b.'cause we .an b.-lp ni..n- pe..ple and b.'lp 
• tb.ise who n.K'd it nxist. It i.s NyorkiiiK. .bai t cInniK.' it. 
. From a uiUu^^^^^^^ '-We s.-I- a., problem. We hay., a comm«n>.«t...ns sap 
iH'lw.rn .mr otrtee and s.aiie <-f\tlie l>anks but its K.-ttiiij; l.i'tt.'r. 

From a Haltinioa- bank: "wi are rnin.inj; rislit on sebednl... Do we n...Hl a 
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hn? nfl ? \ l**' nnythlng. ifs a little tougher on the schocfls 

. Its fitting the juoney to the people who need It. Don't change." 

ml tT no« V 'contra' Maryland: "A few families don't want to 

-c^f^sMnTan'vou'ne-^ ex..riencing^auite"an'iL^ 

aS-sV^rUVnTS ^o^Jir/ear-^-^tCra ^ ^^J^ ZJ^ 

fo?''r Wo^ win h„.^°'H ''"■"„ ^'"J'n"'!: "No problem. The sptenyis working 
wor "^sTnvoTvP i Wp """^ •"• greater volume this year ken^}um«h more 

.au<M.ofJ?h?r™n hVimpror*" '''^ ^-^""^ 

this'venr We\mve'VT';l'l^''"^-^- = '"^^'^ '""^^ 'nore'loans 

gel^lrarit is woS'4fl.''^^°^ " t"^- ''"••I'lement but in 

From a bank in the -Washington D.C. area : "We will double last venr's imn 
yoliiine, from a little loss than $500,000 to Sl.OOOOOO" 

nr,.n n,i"c-^" ^?}'°^ guaranteea between February 1 and .luly 18, 1073 m- 
n n'^" "7" "'^ "^"'"^ '» 19^2, and 12.3% for the saine l.€ri(Kl fn 

10.1. Dollar v/)lume has shown light increase of Q.^% ana i2A% 

New YoBk St.vte Pina.vcial Aid Ad.ministratobs Association 
• Hon..I.u\E8G.O'IlAR.s "■ ^"ff''.''>'^-^':Februarv21,197l ' 

Vhuirmun, Special Subcommittee on Edueation 

Rayburn Home Offlee BuiUHng. Washington, D.O. 7 ' 

Dear-Kepbesentative O'Haba: Students, financial aid administrators and 

w rk'fn'lMo^'""'?^,'!'/?"" tl'^Cng'-es*- efforts to decrease ti e red taw, paper- 
work and the tinre intakes to proce.'is guaranteed student loans 7 
1..,^ fhH not convinced, however, these are sufficient and logical reasons for alte-. 
i f,, .^«. T''"'",^^1'"-P"'"P^'^ Guaranteed 'Student Loan Program (GSLP). 

~ r.'nn?'' ot processing time are oiKirational concerns and by 

concentrating on these concerns suggests that the means Justify the end. 

these Tonns fn'^hrfr ^^T'^ ''^'^'"^ ^''-T^^e GSLP: Are 

L ans to be loans of convenience or are they loans of necessity' Confu- 

■trj,nefat?-;rf"?«-2 '''' the HigTer Edu^aH"n. 

Jr. 1 .nn^^^^^ (PL03-318), it seemed clear that guifranteed loans were 

n i.«/^o,nH "nnnc'n "eed could be demoMtrated. Then the question was 
do or ,in^.t S""""'''^?..!''"" repirce parental contribution when 

■ITnnni nirl^^ federal programs- 

^nt Z nmy„r^, ^I'^^n^ ^"^"c" Work-Study. anff Supplementary Edu- 

offen ? pnnTf .^eparate divisions of the U.S. Office of Education 

P,mn Pi vPni ""^M^'f'!:'' ""n*"^,' P*""'- "'"J '"Stf" was referred to legal 
comwel. Nine months later a final decision is still pending 

Pifi.'.I" il' ''''f'''P "-hOther the opportunity for students to borrow for college is 
vvsli-i » " personal diolce or !)ccause of actual flnsncial reason.s. While 

M, f'VT i. il.lMiT""i "f/' eUher option at this time, we .should like to stress 
s ;! „rp 7h ""^ to serve bui!. purpo.ses, w(.ich would be the con- 

f., I P. ?m r "'«'\e tl'e need test requirement for students from 

t.iiml.c!, «it incomes below an arbitrary level. Such a policy is unfair and incon- 

r,h,»Mn„„",Il .'^ " "'""'^-^ """^''s " easier for more students to 

(iiptinn loans it also re-opens the po.ssihility of more students borrowing needlessly 
as happened before a need test was required. ccuicsoijr 

/I". ''T.^r^?,^^'^"^-^ '"■^''''^ •'^'■"^ Congress unequivocally de.«lgnate the purpose 
Of the O.sr P in order to, first, clarify the proper relation of guaranteed loan.s 
i-'c. vi'^, "^^''^'r"' P^Krams, and secondly, to provide clear direction for the 
' . of I-ducation. lenders, state guarantee agencies, and financial aid 
ariinrnistrators wi their cooperative attemiit to make the program admlni.stra. 
^h cly mrtre manageable. 
Sincerely, 



ABTntm .T. Pbitz, 
Vrcmlent, A rs/'.l.l.l. 
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Hox.IJaiiIES O. O'Haba, «. . - 

■Ho«*e 0/ JJepre»enta«t!e*, , 

RKPBS"ENTi.TiVE O'Haba: A copy of a FebruaTy 21 letter to you from 
ArttSr ^ MU cKr of Financial AiU for Syracuse University and Pres^- 
deTyihe New York State Financial Aid Administrators Association was 
diiS^t^ to mefrhe position of the New Yorlc Higher Education Assi8ta9ce 

'^^A^Hanf in ?£of ofllimiLalin "the needs analysis 'or borrow|^ und^^^^^ 
S15XX)0 adjured income figure. In fact we would support a higher level of 
a linked income in oi*r to offer optimal use of the Proeram. 

Thfl^nnMnt^d stwlent loim program can be Vl.vscribed by the word "assist- 
*n^" KtirSe of the New York Higher Education Assistance Corpomtion 
as^ririnnlly c^ceived and a? witnessed by its growth, and enviable, record 
of ^.erVice. is to improve the higher and vocational educa ional opportunities of 
nLnle br mWranteeiuR loans to' assist, them ^ meeting tlieir expenses. • 

The nrogmm can be most constructive in an uuencumbered market place 
wl7erl the student, fully responsible for his credit reputation, Is U.e consumer 
witrthe privnege of Jecting th best possible school and the most convenient 
lender. * . ' "* ^ 

Sincerely, j. mieaxdon, President 

' / . New York Institute of Techicoloot, 

HEPnKSEXTATIVE JAMES" O'IIAKA, , , 

J/fttMC OjSfice HuiUHna, 

^^'''^'^'"^ a Financial Aid Director and a member of 

'«,?F^p?uX cSl ^^^^^ York State Financial Aid Administrators 

the l-ficutive Vo^ncu^ opposition to any legislative 

SfemlinJ tTe ise Tneed i^^^^^^^^^^^^ studentrl^om f applies with '1^^^ 
beloT wha are applying for aid under the various state .guaratiteed 

V^Mmfth^P^^ for such a change Is well intended, it would I think be 

''\^V''^l^a^ control now held by financial aid officers 

fn MroUriow income Students? from overborrowlng to get funds over and above 
thM^rea^^^^^^^^^ need. Needless to «ay, such overboi rowing has Im- 

-nortant impUcfltlons for future default and bankruptcy rates. 
porianr ""i'"^''^ ftinooo lower middle c ass applicant the present HB\> — 
ol;P of EduSt^ sysSTll^^^^^^^ flexibility limited only 

bv tL need f^r "reaSle documentation". What is needed Is clear concise 
by the need M>r reii uim c?tresmn2 this follow up by a series of work- 
'iTopTat tt rUn?l Eo sysleS'e approach. "cieSrly, there should^be no 
casf Aere a sS^^ chance for an education is hurt through a loan o-nlal; 
Just as clearly there should be no Invitation to students toiake 
or for their parents to regard the Guaranteed Loan Program as .primarily 
intended to provide loans of conj'enlence. - ^y->. 

Sincerely, * Ajinot.d Neiderbach; 

Financial Aid ' Dirvvior. 

% . 

' The Cirr UNnTJisrry or NeVv York. 

Office of Federal Relations, 
Washington, D.C., February 27, lOH, 

Bon. James G. O'Haoa, \ 
Chairman, 

Special Fiuhcommittet on Education, ^ 

Cannon TIou^^ Office BuildinOt * 

^^DEiR&Sf^ O'Hara: On behalf of the City University of New YorU^ 
also^as a reiuiar observer and occasional witness before your Subcommittee 
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may I commend you for .the tlioui^'litfiil and tliorouRli manner in wliieli you are 
coiidiictinjc a review of federal student assistance iwlicy. 

?/ ^^^"^ ^''^ the. Committee's work, it is with considt^rable 

SlI^'.L i 17 Wress concern about the Proposal to eliminate effective 
btwient need testing under the guaranteed loan program. 
• real problem facing gmiraute^d' loans is that very limited funds are being 

nmde available by lending fnstituticms.for that pnri>(>se. TUe legislation befon* 
your Committee does not address that problem, and it would not adc! one dollar 
. to the arailable poot of loan inonies. 

AVIien funds are limited., it is inevitable 'Uiat access to those funds will be 
limited^ as wll. In the Higher Education xVmendments of 1072. Congress 
deterniined that access to guaranteed loans should be based on need, like anv 
otlienfonn of gtudent financial ai<jk Abcepting the' fact of limite<l funds, what 
is a better basis than "need" for determining access to them^ 

\ needs analysis system, however imperfect, is no more nor less than a wav 
to certify need, although the factors constituting need under the guawnteeil 
loan program are rightly broader than the factors that constitute need mider 
the 6t her st udent aid prognims. o * 

AVhern-hTrri^ wore' s(>lely in thft discretion of lending institutions, low i::eome 
and lower-mi\|dle income stude^^ often found themselves last in line for th(» 
1 mited funds being offere<l. Xoav that they are armed with certification' from 
the college, and those without need are not so certified, these students have a 
fair chance to obtain loans \\}\m the other sources of student aid. nrovo in- 
aaecpiate. * ' 

Returning to the pre-neetls analysis system will return us to the danger, that 
Congress sought to avoid in 1072: the loans be neither frivolousVv sought n(»r 
given. CUW believes that this legislative intention still has meriif and sees no 
compelling reason for undoing it. • . ^ 

Gra'htiMg that the volume of loans, has declined, there is little evidence to 
suggest that the needs test is the most Imiwrtant cause of that de<'line ' 

Alsa it has never been t)ersuasively argued that iXx^ system is intrinsicallv 
too inflexible to jiermit loai.s in exceptional circumstances. In fact, the situation 
In New lork State, where loaus have declinwl (mly 18 i>ercent coinpariMl to :i ' 
national average of 2 i^rcent. suggests that the problem may* be more adminis- 
"■^rr'^ Jl?"" in nature. If i)ersons who really need loans are no; 

getting them, it is probably because sonrFadministrators are not exercisinu ail 
the options open to them. 

If, on the other hand, students who do not need loans are unal»le to got them, 
then the needs analysis" system i« doiiu? the job Congress intended. The cost 
of this program is too high and the monies available for student a^*«istauce are 
too small for the govornujont to subsidize Joans^jn demand. * " " 

^f,jl*?3'«>^^J>ftt JJ(*^<i-i«-<>otorThIned ^s" unrealistic, then it ^an be made njoro 
realistic Moreover. CUXV will welcmue a thorough re^^xaminaHon of the 
guaranteed loan program. However, until these and other i.ssues are. studied 
more„carefully. the City Tniversity of New York is reluctant to join its friends 
on the Subcommittee and, in the education community in supimrt of this bill 
Sincerely, ^ 



TawHKxcK X. Cor.n. 

AHHiHinnt Director, 



The Ohio St^tf: UNni:Rsm'. 

Hon. .LvAfEs O. O'IIar.v. • // . /. 

Haifhunv House Office BnihUno, 
M^mhitiffton, DM. 

Dkar Sir: Knowing of ycmr interestHn the problems currently being en- 
countered by the tinancial aid officers and students all acrass the country iii the 
Ouarantee Hank T>oan Program. I thought it would be of int(»rest to vou to .*cee 
the statistics for the calemlar year 107.3 as compared to 1072 at The Ohio State 
University. X,,^^ 

Listed below for your infoi^atiou are the statistics concerning the reduction 

\ 
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In tho imml>er of lonn;< approvi'd liy tlu* Ohio Stmlent Ia>jiii Commission for onr 
i^tmlf nt.s anU the ilolfar anionnts InclmltMl U\ those loans. 

Cdumbui Marion Mansfitid lima ^ Ntwatk 

»72. 3 378 9 41 43 3$ 

1973 2.294 I 3 \ - I 



Pollar aiiu>unts^roj)wsentt'il by tliu alM)ve tlf:nrt*s art* as follows : 



Columbui Manon . Mamfieid Lima Newark 



1972 K34I.606 $11,700^ $51,794 $50,964 $34,010 

!973;;:^:;;::^^.■^":^-': ^:2?4:767 ^ i.o65 2.850 i.soo 1.500 

Iias(e<l on our fsju'rlvnce with th»» uumlKT tif stmlwits and parents wr mo*'t 
with dally In ro^Hra to tlils pni^rani. wo tliink that return to tlu' $iri.()0() adjust*»d 
*»ir«H?tlvf luc<»mt» with a .$1X»00 nmxinuuu Imw wit htm t rowml to iuhhI Is tHTtalnly 
4la» lK».<t avJiilable t>pthm at this time. We also IkMIi-vc that tliose pari'uts and 
students wh^HH? family Inctuues oxcih»<1 that KUldcllnr should Ik; uIIow-chI acct's.H 
to tlH'Si' hmnK Iniseil on their partlr.ular tinnmlal nml. 

If you wish any further luformathm In n»Kard to our thoughts In thU projjniuu 
plcaji d(ai*t htsltate to fontaw us. 
Sincerely yours, 

Uoi>NKY J. II.%UKiHON, ntnvton 



d..\YToN, 'Mis., Fcbnmry J't, 

Hon. Jam KB S. O'Uaka. 
AVtiHliiiujton. />.C'- 

I>f:.\R Sik:^I jua pre.^ently a student at Washington \ niverslty In St. I^ads; 
eaeh year, for the past two yearsj have n'cvlvwl ifl.WH) fnuu a guaranteed 
federal h»an. Without that nione>, my brother or my.self (or my si.ster who will 
he jittendtnK a unlversUv next year) would not Ik» aide to alTonl a eolhw 
eUueafhau even thou^rh »>v parent's Income Is aUne $ir»,(KK). If, as pnilKKiHl the 
yuanuiteed fnleral loan program Is eliminated or an Ineome level eut-ofT Is 
u<e<l mv.stdf and tlxaisands of other ndddle class children would lirse the privilege 
ofrrm*iviiifC n lilRher wlucation. Without this pn»Kram. only the upikt and 
lower elass could realistically send their ehlldnm to Kdlege: nnh»ss the i-ost yap 
XmwKHiw i»rivate and pnhlle eduwitional histltutlons was ellmlnat«Hl. an unreal- 
Istic prwilcthm. I urtie y.mi to kw]> tlie pn^M»ut proyraia In exlsti-ncv: It Is one f»f 
th*» Uw programs left tai the fedenil level to hmetit all iH'ople. re;:ardle.^s i>f 
Inconn*. Thank y<ai very much. 
Slnc<»r(-lv yours, 

A.VOY UOSKMII.AIT. 



Vai.uokta ST.m: <'oi.i.Kia:. 

Hon. JA.Mr>? 0. O'UMUK.f'hninnnti, 

.<HrriHt\<ithn„tiiiiiitrr on Hthinttioit, HoiDtr uf li'rinrxrtittitirrH. 
Caintoti HointrOOivr ItuiUliDtj, W'tixhimjiuii, h.C. 
1>E.\B UKm:sHXT.\rivK O IIaua : I am eudosinj: a, copy of a reet-nt fnltcd " 

^^ThlTc^lI^^^^^^^ views jKTfcH'tly cout-ernluy the fislerally InsunMl 

loan pro;:raj». I ask that your comnUttw «lve cjireful considenitlon to the Ideas 

"'Tfppre^^^^^^ coniialttee-s service In l>ehnlf of higher tMluontlon. 

' f'l"*-^'^**^'' . U. Maktin McOnrr. Jr.. 

Direct a r of Fiiiunciai .t v/. 

Enclosure: 
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' EfjiTOHiAi/— For a Nekds Test— UE.\soNAm.v ArriJKo 

Much of the current opposition to the Needs Test stems from confusion over 
bow the test is 8upiK)se<l to olHrrate nud what it is sui)|H>^ed to acjoinpiisii. 
Unfortunately, this amfusion is prevalent anionR students, nuaneial aid oJIIciTs, 
and lenders alike. Even those demaniling ellmlnatlou of the test ngree that hi 
theory the goveniiuent should not l>o sulisldlzing uuui^Mled student loans. Hut 
In practice, they say, the ti»st tilts the scales apaiii-st, the middle-Income >Uuleut. 
He must prove his need by menus of an elalmnite llnanclal statement, while In 
the cjise of his lowe^lncome^clasbmate otlier forms of linnnclal aid are imae 
readily available. 

We.havc i^inted out for years that the needjfor money to meet colleRe expensi»s 
is at U»ast as critical In some mlddle-inc<une homes us some low»lnconie homes. 
It would be j?rossly inifnir to millions of mlddie-inaiinc students If the Needs 
Test should bar them fwm receiving Ijiterest subsidies or eyeii from tal;lug 
out guaranteed loans at all. " ^ ' ^ 

Ihit the way to protect the' middle'lncome student Is not to throw out thQ 
Kee<is/rest. It is to apply t he test seiuslbly. ' ' . 

• \Vc hoiw tho Office of Kducatlon will make completely clear that all siudents 
are eligible for Interest subsidies where the need Is establlsluHl. It should alM» 
be made known that the law permits any student, regardless of nei»d, to receive 
a nou-snbsidired loan. Kevisetl regulations should spell out procedures and* 
penidt tlnaucial aid officers the nexiblllty they need to carry out their rc^|»f.ns|. 
blllties. If the loan volume now levels ofT. with the money going |o those who 
really need It and only to them, that would Ik: a worthy result 



(MaUeram] 

Hon. Jamks G. OIIaiu, M.C., 
/M|//*Mm iiuitdintj, 

M'anhinffton, D,V. _ ,a ia-* 

• Ij^mUARY 10, V^hA, 

The dlt<K?ter'^of the Virginia State Education Ajj^fiaice Authority nrues 
members of the Hcmse Edueatiou .Sul>commlttee toZ-onsider carefully all ihe- 
problvms connecliHl with tho iusnrcd student loan program, ra her than tryin:: 
to HOtlht these problems by the passage of an amendment ellmiuatlng the need- 
rest for Interest payment eligibility. « 

\mong oilier ciuestioas ne«»^ng attenUon are: (1) Adequaey of insurauoe fees. 
t>niltabillly of Federal particii>ation in those states having state prognuus 
vl thX states that are making no eiTort (3) menus «^<^»«oll iig os^^^^^^^^^ 
default, partieniarly in the Federal program. (4) greater flexibility in n-p:i>- 
S erm and (5) a means of ena»uniging lenders to make loans when they are 
Sit ellkibie for K«t*ler:il inten^t iK'netits. There are other quesi (»ns also, Inrludlng 
tlmt of how eligibility for interest paymeats shall l»e determlne^t • 

lMUomniitti4> ii urged to consider the entire picture rather ^^n "p:Uc h « 
♦he >n>irnim by returning to a criterion for interest payment eligibility which- 
K isK^^^ when it was in use previously. We submit that It would be 

r mNtakc: to consider the wishes of one quite vocal, segment of the constituency 
without giving thought to other matterc of concern. ^y.' IIiu. i 

Dirvctor. Virginia State Education .i*«/*frt«cc Authoritij. 

WUKEtOfK COIXEOE, 

Bo8ton, Moms., February 22. Hn'g. 

UM'RK^^F.NTATIVE J.\Mr.S G. O'HaRA,. . ^ 

It IsMitenillr tliVowlDK tho Iml.y out with the batli water. 
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. While we would all alprec that the needs test provision of tiie Guaranteed: 
Insured Loan rrogram has caused many problems, 1 cah foresee even more- 
problems if did away wlUTthe interest subsidy bene^t altogether, particularly 
fot low-lucooie students. Cur ently, there l;i.no provislin under the Basic GrHUt 
program to include the payipent of interest on education loans as a legitimate 
educational expense. Jf students are "entitled' 'tc receive Basic Grants by virtue 
of their enrollment in post-secomhiry educational institutions, they s)iOuld nat 
be required to jspend that money onV'ducatloutl loan^,) 

Secondly, it makea HtUe flscal sense to me to suggest transferring the burden 
of interest paymenU f rtnn Ux ckillars Sdmlnlstered by the Deiiartment of Health, 
Education and Welfare in the form of Interest subsides' to tax dollars given to 
atudenU through the Basic KdocaUonal Opportunity Grants, Finally, one of the- 
chief reasons banks choose not to make uasubsijili«ed loans, which Is what Mr. 
Ottlna suggests, is the extra work involved In collecting th^ interest Requiring 
that all loans granted be unsubsidlwd, would really discourage banks from 
' Dftrticipatin'k in the program and from maklnj? loans to fow-lncome students. 
Mr- Ottina hastened to propose that lenders be able to defer interest paynujnts 
for cerUln stwlents while they are la school and that the government would tben 
guarantee these charges in addition to the loan principle. Is this not Interest 
mibaldy of a different order, but with the burden of decision transferred to the- 
banks>j;Vhat a temptation to give priority tot>referred customers. 
I strongly urge that Commissioner Ottina's testimony and proposals on this* 

matter be closely scrutinized. ^ 

Respectf uny. ^ ^^^^^^ 

. Director of Financial Aid^ 



